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nomic Club and guests: 

My remarks will be very brief because my part in this 
program dealing with Atomic Energy is that of a moderator. 
In nuclear terms, a moderator is one which has for its 
purpose the slowing down of neutrons so that they may 
have a greater opportunity to do useful work in the splitting 
of atoms, with the consequent release of still more neutrons. 
My part is really that because I am going to endeavor in 
the short period of time that is available to carry on a bit 
of a chain reaction between the three main speakers of this 
occasion. 

Perhaps I might more properly be called a catalyst because 
out of our meeting today we are hopeful that there will result 
a fuller understanding of three of the basic questions in- 
volved. 

Atomic energy may be thought of as a kind of Dr. 
Jekyll and Mr. Hyde. It is a tremendous source of energy. 
It can be both destructive and constructive and to date it 
has been applied largely to military purposes. In view of 
the world situation this is both understandable and justifiable. 
The recent test in the Pacific, as reported in the press, gives 
us some idea of the. terrific force involved. 

How then can this same force be applied to the advance- 
ment of mankind, just as have other forces of nature been 
utilized for our betterment? Solar science tells us—and I 
am indebted to our friend, Dr. Robert R. McMath, who is 
present here today, for this statement, that the sun converts 
about 2 million tons of matter into energy during each 
second of time. From this great amount the earth receives 
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an equivalent of about 4 pounds per second, a part of which 
is immediately reflected back into space. 

Our plant and animal life, and our storehouse of fossil 
fuels all have been dependent upon and derived from this 
solar energy, the energy of the fusion of the atoms of 
hydogen to form atoms of helium. The main sources of 
energy which we harness for our use are the gaseous, liquid 
and solid fuels, and the hydraulic energy of falling water. 
The resources of atomic fuels are estimated to be 23 times 
as great, measured in terms of energy content, as the con- 
ventional fuels. Our problem is to make the use of atomic 
energy competitive and economic, compared with the con- 
ventional fuels. 

Michigan has taken a forward position in the development 
of peacetime uses of atomic energy. Bendix Aviation, Con- 
sumers Power, Dow Chemical, Detroit Edison, Ford Motor, 
and Wisconsin-Michigan Power are joined together in a great 
research and development project. These Michigan com- 
panies will spend more than $1 million on this project this 
year. They are associated with a group of 26 companies 
which collectively will spend more than $2.5 million this 
year. More than $1.5 million has been spent in this effort 
prior to the first of this year. 

A long series of scientific theories and discoveries have 
brought us to our present position in the development. 
These include the wonderment of the early Greeks about 
the atom, Dalton’s atomic theory of a century and a half ago, 
Becquerel’s discovery of the radioactivity of uranium in 1895, 
3 years later the isolation of radium by Madam Curie, Dr. 
Einstein's famous equation relating energy and mass 
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LELAND |. DOAN 


(E = Mc*) in 1905, and by 1940 the splitting of the atom 
and the recognition of it as a vast potential source of energy. 

Our problem is how do we go about taking this great 
source of energy and integrating it into our national economy 
so that it becomes a supporting pillar in sustaining that 
economy ? 

Now may I turn to our first speaker. I introduce him to 
you with a great deal of pleasure, because it has been my good 
fortune to know him well through our close association with 
his outstanding company in carrying forward our mutual 
atomic energy development project. 

Dr. Leland I. Doan, President, The Dow Chemical Com- 
pany, will — on the subject “Atomic Energy: How Will 
it Affect Industry ?’’ Dr. Doan. 


LELAND I. DOAN: Thank you, Colonel Cisler. 

I appreciate your remarks. I really appreciate your invita- 
tion to be with you people here today, and I think I ap- 
preciate more than that the necessity for some brevity along 
the line here if we are going to cover this program. And, 
Walker, I hope I don’t shock you too much if I start out 
talking about mythology rather than the atom. 

Mythology tells us that Jupiter and his brother Pluto, and 
Neptune were able to win the Titan Wars only through the 
aid of Cyclops, who were the sons of Uranus. The Cyclops 
provided Jupiter with the thunder and the lightning to suc- 
cessfully conclude the wars, and ultimately bring all good 
things to the universe. Isn’t it strange that only 10 years ago 
the elements uranium, neptunium and plutonium, with the aid 
of the cyclotron, if you please, combined to create the thunder- 
bolt of the atomic bomb which again ended a titanic struggle? 
I trust it may not be necessary to pass through such wars, 
or to struggle against the other giant sons of Uranus and 
Jupiter, as Jupiter was forced to do, before that day of 
peace shall arrive when all good things shall come to this 
world. 

The nuclear bombs, devices of terrible heat and poisonous 
radiation, have been created into the most diabolical weapons 
yet conceived by man. Their application to warfare has 
created a pall of secrecy and fear. Around its orbit have 
gravitated spies, adventurers and foreign intrigue—a drama 
which has led the outsider to believe that atomic energy 
is akin to the supernatural. It is high time, I think, we took 
our atomic jitters firmly in hand and viewed atomic energy 
in its true light, as an advanced, scientific discovery which 
should immeasurably contribute to the well being of man. 

No one will deny that the military phase of atomic energy 
should remain a government monopoly even though industry 
has by contract with the government been largely responsible 
for the military development. 

However, in peacetime our mores decree that monopoly, 
whether it be by government or by industry, is undesirable. 
We have announced our approval of the President's program 
to allow peacetime energy to be at least partially developed 
on a free enterprise basis. The more quickly and fully this 
is accomplished, the more rapidly we will harvest the fruits 
of this new science. The stimulus of free enterprise is of 
course profit. Industry will research and develop rapidly to 
make a saleable product and make it cheaply; thereby in- 
dustry and the consumer are the joint beneficiaries. 

The government, on the other hand, is a tax-supported 
trustee and does not have the compelling incentive that 
drives industry. 

Now, to sketch the peacetime uses of atomic energy is like 
looking at the sky. We can see some of the stars but we 
cannot see the whole universe. The first great possibility of 
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peacetime atomic energy is electric power. The development 
of electric power by atomic energy on a free enterprise basis 
is as certain to come one day soon as anything can be 
certain in life. I may add parenthetically that Walker Cisler’s 
drive and energy is doing much to bring that day nearer. 

My concept is that before many years we will supplant 
the large central power stations with small economic, self- 
sustained atomic sub-stations. This has great advantage, both 
from a defense and an economic viewpoint. Power is the 
backbone of defense. How much safer it will be to have 
thousands of dispersed plants producing our power, than to 
be dependent on a few large and vulnerable central stations. 

On the economic side, power transmission is as costly as 
its production. By producing power closer to the consumer, 
and thus eliminating the long-line transmission, waste heat 
can be much better utilized. The result should be more 
luxury power for air conditioning and heating, freezing, 
industrial use, and many other employments of heat energy, 
at a greatly reduced cost. 

There are multitudes of possibilities in the field of tracing 
and testing with radioactivity. You may have seen Dow’s 
advertising of our product, Saran Wrap, on the Dave Garro- 
way and Kate Smith television programs. This wonderful 
plastic film—lI’m getting in this plug a lot cheaper than I 
get it from Garroway, I can assure you—comes off the ex- 
truder as a sticky mess, but it must be the thickness of about 
1/1000th of an inch. It would be most difficult, if not 
impossible, to handle the film in order to use a micrometer 
to gauge the thickness at that time. We have solved this 
thickness measuring problem by placing a bit of radioactivity 
below the sheet, measuring with a counter above the sheet, 
performing a constant gauging of the material without 
touching it at all. The result is a uniform sheet at all times. 

An interesting medical use of radioactivity has been 
utilized at the great Phoenix Project at the University of 
Michigan. Phoenix scientists have determined that certain 
types of brain tumors are far more receptive to iodine than 
other cells. By an injection of radioactive iodine compound 
into the blood stream there can be created a hot spot, so 
to speak, in the head at the location of the tumor, which can 
be located with appropriate measuring devices for radioactivity, 
and eliminates the need for many dangerous exploratory 
operations. 

Scientists have also developed therapeutic as well as diag- 
nostic treatments, using radioactivity. 

The Phoenix Project specifically has studied the problem 
of trichinosis in pork. Trichinosis is a disease caused by a 
small larva called trichina. One female larva upon arriving 
at adulthood will lay something like 15,000 eggs in the 
garbage consumed by the hogs. And about two-thirds of 
these eggs will develop into more female larvae. These eggs 
will ofttimes germinate in the human body, after the pork 
is eaten, sometimes with fatal results. These trichinae can 
be killed with radioactivity, but it takes about one million 
Roentgen to make the kill, and that amount of radiation 
destroys the flavor of the meat. The Phoenix scientists have 
instead used about 15,000 Roentgen compared with the mil- 
lion I spoke of, which has had the effect of sterilizing the 
female larvae, thereby breaking the cycle, and leaving the 
meat unaffected, except—and this is important: meat and 
food so treated by quantities of radiation will have as much 
as 100 percent longer shelf life, because some of the bacteria 
which ordinarily cause spoilage is killed in this process. Think 
what a boon this one process alone is going to be in the 
conservation of food. 
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The same process is useful in dry sterilization of drugs, 
plasma, surgical instruments and surgical dressings. One 
company sterilizes its products after they are packaged by 
the use of radiation right through the glass or other package 
material, and this assures real sterility. American losses in 
grain are in excess of $2 billion a year from insect damage. 
Insect damage is also responsible for great losses in wood 
and clothing. These losses, too, will be greatly reduced 
some day by radiation. 

In Salt Lake City, there is a pipeline running to Portland, 
Oregon, from Salt Lake City. This line runs kerosene and 
gasoline intermittently. When it is decided to change from 
one to the other, a small amount of radioactivity is dropped 
into the line at the marker. A Geiger Counter in Portland 
picks this up as it comes through and warns the attendant. 
The line is then changed from one tank to the other, thereby 
keeping the two products stored in the proper storage tanks. 

In Detroit we know that by irradiating the piston ring 
of a test motor and then measuring the radioactivity and the 
oil as the motor runs, the wear on the rings can be accurately 
determined. 

By radiography the strength of a weld on a beam high 
on a skyscraper has been tested. This was formerly im- 
possible because of the bulk of X-ray machines. 

The effect of fertilizers on plants can be tested by in- 
jecting small amounts of radioactivity into the fertilizer and 
measuring its absorption into the plants. At Dow we are 
using the same technique to test the effect upon our herbi- 
cides and testicides. 

We have a subsidiary, Dowell Incorporated, which is a firm 
that treats oil wells to increase their flow. We are able 
to determine the effective use of our processes by following 
the chemicals we use with radioactive tracers, way down 
underground. And so on and on. 

The avenues not yet even conceived by our scientists are 
endless. I've wandered from Mount Olympus to microscopic 
larvae. I could go on at length, but I think you can ap- 
preciate some of the possibilities in atomic energy from these 
illustrations. The unlimited horizons are there, but science 
and industry must be free to experiment and learn to use 
the tools of exploration properly. This cannot and will 
not be done to best advantage under government monopoly. 
Industry in its present status, it seems to me, is a little bit 
in the position of a man who was lying down in the middle 
of the street out there on his stomach, wiggling and writing. 
A woman pushed her way through the crowd. “Why doesn’t 
someone help this poor man?”, She got no reply and so the 
ambitious lady jumped astride the man’s back and said that 
she had just finished the first course in artificial respiratory. 
She went to work and about that time the man stopped 
wiggling and looked over his shoulder and said, ‘I don’t 
know what you're trying to do, lady, but I’m trying to fish 
50 cents out of this manhole, that I just lost down there.” 

It seems to some of us that every time that industry has 
gotten down to scrape its 50 cents out of the manhole in 
this atomic energy business, it finds an oppressive law is soon 
apt to be astride its back. 

I think a summation of what I have said would lead to 
the conclusion that when the law is changed to take the 
business of atomic energy from a government monopoly, 
and the veil of secrecy is lifted from the corners of atomic 
energy where darkness is no longer necessary, great strides 
will be made by individuals and by industry toward a better 
world through this new science. The government in turn 
will be given by tax-paying industries that for which it is now 
paying millions in tax dollars. Thank you very much. 
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WALKER L. CISLER: Thank you very much, Lee. 
No history of the development of atomic energy for de- 
fense and peacetime purposes would be complete without 
the name of Dr. John R. Dunning, our next speaker, and 
the pioneering work which he has accomplished. Among 
the very first to bring about fundamental research related to 
the atom, he in 1939 demonstrated first the fissioning of 
uranium. His accomplishment was a historical landmark in 
nuclear science developments. No one is better qualified to 
speak on the subject of “‘Electric Power Potentialities”, and 
I am very happy to introduce to you an outstanding scientist, 
engineer and educator, Dr. John R. Dunning Dean of 
Engineering of Columbia University. 


JOHN R. DUNNING: Thank you, Walker. Mr. Crow, 
Dr. Doan and members of The Economic Club of Detroit: 


The news from the South Pacific of our latest series of 
thermonuclear weapon tests, and the news of the next one 
that you will hear of within perhaps a few weeks, will even 
more dramatize the dilemma that we in this country, and 
for that matter, we on this planet, face in these tremendous 
forces within the atom that are being steadily developed. But 
I am sure that everybody who has had any connection with 
it from the very beginning feels very deeply that its basic 
potentialities in our mormal peacetime applications—and 
that means primarily industry—are many times more im- 
portant than these current weapon applications, which con- 
stitute an unfortunate interlude, however necessary they may 
be in terms of the international situation. 

Certainly it is unfortunately true that we have now greatly 
reduced the cost of destroying lives and property, first with 
a series of A-bombs, by a factor of between 10 and 100 times, 
at least, over the costs with ordinary TNT. In the case of 
the H-bomb we probably are reducing the costs of destruction 
by a factor of between 100 and 1,000 over what existed 
only 10 short years ago. Even worse, the magnitude of 
thermo-nuclear bombs appears to be to a large degree open- 
ended in character as far as its science is concerned. 

Now this is a plain, uncomfortable truth that we have to 
face—that the whole weapons development that grows out 
of the atomic field is one that is so perfectly enormous that 
even those of us who have been involved in it since the 
beginning find almost incomprehensible the impact of what 
this will mean on our future. 

And yet at the same time it is clear that we have here 
at last opened up the real ultimate energy sources of the 
world. The whole civilization that we in this country stand 
for—and you in Detroit, particularly—is really based on the 
use of energy; and that the whole history of man’s existence 
and his slow climb out of the past several hundred thousand 
years of savagery, has been to a very large degree a matter 
of how he has used energy on the one hand, and how he 
has used knowledge on the other. 

Since this year is the 200th Anniversary of the founding 
of Columbia University, Dr. Doan, I will have to get in 
this plug because Columbia is emphasizing ‘Man's Right 
to Knowledge and the Free Use Thereof” as the fundamental 
theme for the celebration. 

The availability of energy is the important factor actually 
in our whole future development, for the energy that we 
have used up to now has been largely that of degraded solar 
energy either in the form of our fossil fuels—the various 
gases, liquids and solid fuels: our coal and oil and natural 
gas—or on the other hand, our hydro resources, which again 
means solar energy evaporating water. 
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The diffuse low level solar energy impinging on the earth, 
however, is all highly degraded energy—degraded from 
the inner temperature of a good many tens of millions of 
degrees at the center of that huge nuclear reactor, the sun. 

The main point of this new atomic age is that now we 
are getting at the real source of the world’s energy or the 
universe’s energy, which means the atomic nucleus. Atomic 
science and technology have opened the door to nature's 
high-level energy reserves. Even beyond our present know]- 
edge future discoveries certainly lie ahead which none of us 
even dream of today. 

Now we clearly also have, in terms of either our present 
knowledge of atomic fuel resources, as Mr. Cisler has re- 
marked, at least 25 times as much atomic energy in BTU’s, 
in terms of our uranium and thorium reserves, as we have 
in our present fossil fuels. This ratio is probably a conserva- 
tive figure because new atomic fuel reserves are being found 
all the time. And it is very dangerous to predict total 
reserves for the future as those who are predicting the end 
of our visible oil supply for the last 50 years or more. 

The future liquid fuel supply is particularly important 
for you in Detroit whose industries depend to very large 
extend on liquid fuels in the multitudes of cars that travel 
over the highways of this country. It appears certain that 
our petroleum reserves, however you may wish to plot 
them, at least have begun to taper off and while you can 
discuss whether it is 10 years or 20 years or 40 years in 
the future we do see at least a definite tapering off in our 
ability to bring in new oil, natural gas, and general liquid 
or gaseous fuel reserves. 

At the same time the visible coal supply that we used to 
talk about as lasting 3,000 years, is already in many countries 
showing signs of the high-grade reserves petering out. In 
England the situation is deteriorating and even in this coun- 
try we feel it. In terms of economically mineable high-grade 
coal, the world’s supply is at least limited. 

You can be completely certain that we are going to be 
using atomic energy in the future to meet our growing 
deficit of energy reserves. As a result of the continuing 
— in research and development and the excellent 
easibility studies being conducted by some ten industry teams 
today, no one questions the engineering feasibility of using 
atomic energy in a wide range of applications. The only 
questions are: what are the time schedules going to be and 
what are the engineering designs and economics going to 
be? What is our rate of utilization going to be for atomic 
energy versus conventional sources of energy, 5 years, 10 
years, 25, 50 or 100 years from now? Different people 
will estimate different time scales, but no one denies that 
we will be using the atomic energy reserves because we simply 
must do so in order to meet enormously expanding energy 
requirements, which as you know in this country continue 
to progress concave upward. As our trend toward industriali- 
zation continues in this country, energy use is bound to 
continue to increase. I wouldn’t venture to predict what 
the curve will be 100 years from now, but it will certainly 
show much more energy use per person and consequently 
more production per person. 

Over the world as a whole, total energy utilization—which 
in most countries is so far below ours today that far too 
much of the world’s population energy use is still almost 
negligible by comparison—is likewise bound to increase 
markedly. We must conclude that we are living in an 
energy economy bound to continue to grow, and that atomic 
energy must play an increasing role. 
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Now, as you know, in the various kinds of atomic fission 
reactors, which is the basic way in which we are approaching 
atomic energy release now, whenever a neutron hits a 
uranium atom and causes it to fission, the high energy 
fission fragments with almost 200,000,000 volts energy, have 
a range such that they will just about go through a piece of 
paper. That means whenever you have any appreciable thick- 
ness of material that tremendous fission energy is dissipated 
in ripping up the atoms of whatever materials are present, 
and thus, in effect, the fission energy converted into heat. 
Whenever you have atomic fission, that high-level energy 
degenerates into heat almost instantaneously. The fission 
products, which are the radioactive remnants of the “ashes,” 
represent a rapidly decaying energy, but never at most more 
than a few per cent of the total energy release. Neverthe- 
less, the fission products do represent a whole series of 
interesting by-products, whose utilization which Dr. Doan 
has already emphasized is already becoming exceedingly 
valuable in many different applications with an expanding 
and intriguing future ahead. 

From a total energy standpoint, however, the residual 
fission product energy is not the major factor. The major 
factor is the fission energy which normally becomes heat 
energy. So automatically the ‘energy industries,” particu- 
larly the heat energy industries, are the ones that are going 
to use this principle product of atomic fission. 

This new source of energy is fortunately made possible 
by the sum approaching $12 billion of your and my expendi- 
tures through taxes in this past and present fiscal periods. 
Fortunately, most of this expenditure is not completely 
sterile, even though you might question somewhat the 
efficiency of the expenditures. A good many of you in this 
room and many of the industries in the Detroit area have 
participated in the atomic program and are currently active 
in much of the new atomic plant expansion at present going 
forward. Many of you have worked with some of us on the 
Oak Ridge Plants, the new Paducah, Kentucky Plant now 
getting into operation, and the Portsmouth, Ohio Plant now 
under construction, all of which produce uranium-235 by 
the gas-diffusion process. These and the other great plants 
symbolize the scope of the atomic production program made 
possible by American industry. 

The present AEC program gives the U. S. a huge fission- 
able material production capactity whose magnitude I wish 
I could teil you. But if you recognize that an appreciable 
percentage of our total United States electric power is now 
going into our atomic production plants according to AEC 
you might also conclude that probably we wouldn’t start 
a program unless the energy potential of the product was 
greater than the input. Atomic energy is already a big 
industry. 

This little one-inch cube that I hold in my hand, a good 
many of you have seen before. It is solid uranium—so 
heavy that this little one-inch cube weighs about a pound. 
If it were pure uranium-235, it would be equivalent to 
about 3 million pounds of coal, or roughly the same amount 
in petroleum products as well. These fissionable fuel plants 
are able to turn out U-235 today at costs which the official 
figures of the Commission are samewhat vague on, but sug- 
gest it is about $9,000 for a one-pound, one-inch cube 
of pure uranium-235. The cost sounds large, but it is equiva- 
lent to around $6 a ton coal on a BTU basis if you take these 
figures for this material. The same BTU content with atomic 
fuel is actually a good deal cheaper than the aviation gasoline 
or even the ordinary gasoline you are putting in your cars 


today. 
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And yet this is.the most expensive single way to utilize 
atomic fuel, as a pure uranium-235 isotope fuel. 

Now because atomic fuel is actually surprisingly cheap, 
taking all factors into account—raw materials, labor, and 
everything else—naturally we are going to have a whole 
series of utilizations of this new fuel in fairly pure form 
for all kinds of special ee power plants where the 
unique properties of atomic fuels are important. We have 
already seen the first atomic powered submarine go down 
the ways—models two and three are getting ready. The 
atomic power plant performance using this fuel, distributed 
in various ways to achieve both fission and proper heat ex- 
change, either through water or through liquid metal, has 
been exceedingly good. There is no doubt that practical 
useful atomic energy can be developed, and there is no doubt 
but what the performance can be improved considerably from 
the first models in the course of normal engineering de- 
velopment. There is no doubt that atomic fuel will find 
wide use for important special applications in ships, subma- 
rines, and other mobile power plants where fuel logistics 
and space are important. Some believe that a considerable 
fraction of the ships launched within ten years will be atom 
powered and others believe that even for aircraft propulsion, 
in spite of the heavy shielding weight, current progress indi- 
cates a considerable future field for nuclear power and flight 
use. 

This same atomic fuel is going into the first large electric 
power generating unit to be constructed through the Westing- 
house-Duquesne Power and Atomic Energy Commission co- 
operation, along with a number of other groups. But make 
no mistake, the first power unit utilizing this fuel, cheap as 
it may be for special purposes, is nowhere near the ultimate 
aim for normal utility power generation. 

The point which the Dow-Chemical-Detroit Edison group 
here in Detroit have been emphasizing as a pioneer in the 
beginning of the Industrial Study Groups (team studies) is 
that the use of uranium-235 as the primary atomic fuel can 
be much improved through the use of net-gain breeding 
of more new atomic fuel than we burn. This means that if 
you have a nuclear power reactor using U-235 as a fuel core 
(which may perhaps be in tubular form or sheet form so 
you can have a high speed heat exchange fluid going through 
it to extract heat for power), then since U-235 gives off 
two to three secondary neutrons every time it fissions, these 
neutrons can go on to produce new fissionable fuel atoms 
in ordinary uranium-238, or thorium. Such “fertile ma- 
terials” may be either interspread or placed around the re- 
actor power unit core. Thus with U-235 as a reactor fuel to 
produce power in the core, in the fertile material, the 
uranium-238 and the thorium, we may produce more new 
atomic fuels than we burn. The by-product synthetic fuels 
plutonium and/or uranium-233 produced should, in prin- 
ciple, be cheaper as by-products than the parent fuel itself. 


Net gain serge breeder plants furthermore greatly expand 
our atomic fuel reserves over U-235, since the 140xs more 
abundant U-238 and the thorium can be converted to high- 
grade nuclear fuels for either direct or secondary use. If 
we produce 10 times as much plutonium with one part of 
uranium-235 being burned through a recycling process, then 
in principle atomic fuel could be considered as being one 
tenth as expensive as the $6 a ton coal equivalent. Un- 
fortunately, the problem is not that simple. Involved are 
matters of reprocessing costs, by-product fuel value, extra 
capital costs, and a number of design factors that have to be 
ironed out in the cold, hard light of engineering design 
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and test performance together with the total capital and 
operating costs involved. 

It is clear that as we move into the breeder power economy 
of the future, the whole emphasis must be on producing 
power economy of the future, the whole emphasis must be 
on producing power as cheaply as possible and that in peace- 
time by-product atomic fuels should not be considered to 
have value much beyond convential fuels. The present 
utility industry in this country is a highly developed and 
very efficient industry—the very worst possible place you 
could put a competitive new fuel into use. And yet it is 
clear that we do have in the atomic power breeder the pos- 
sibilities of a great reduction in fuel costs and you have an 
atomic fuel supply very much larger than our existing fuel 
supplies in conventional form. Similarly engineers are soberly 
considering atomic power boilers with as big a capacity as any 
that Walker Cisler has on his Detroit Edison system with 
the basic atomic reactor of the power plant being not much 
larger than a rain barrel or a little bit larger than this lectern. 

At present estimated capital costs for atomic power plants 
are somewhat larger than conventional plants. However, the 
atomic power industry is just beginning, and experience 
shows that progress always brings costs down. If we con- 
sider that a ‘comparatively small reactor will substitute for 
a huge coal fired boiler, then, after the experience of build- 
ing and testing a number of the competing current designs, 
the basic cost factors should be at least in the same range 
as conventional units. Some of us conservative optimists 
hope to see atomic power costs overall cheaper than coal, at 
least certainly in high coal cost areas. Atomic power will 
not mean utopia, but it will supplement our coal, oil, and 
water power and open up a whole new era of applications 
based on its special properties. 

In order to move forward, we are in a position where the 
whole atomic field needs to be opened up; where the genius 
and the new ideas, the vigor and drive of American industry 
in all of its potentialities must be turned loose on putting 
atomic fuels to work. The atomic age is only just beginning, 
but the future is there, and the basic economics seem funda- 
mentally sound. Fortunately, the Congress is considering 
revisions of the Atomic Act of 1946. If American science 
and technology can be given the freedom to develop the 
atomic power and its by-products in the American way, we 
can have great confidence that we will see increasingly over 
the next 10 to 25 years a rising fraction of the energy 
generated from this atomic fuel to light the homes, power 
the industries and to be an important factor in raising the 
standard of living and the well being of our country and 
the world. 


WALKER L. CISLER: Thank you very much, John. I 
will return this cube of uranium to you. 

Our third speaker Dean E. Blythe Stason is simultanesously 
an engineer, a lawyer and an educator. And consequently 
if one were to write a specification for the qualifications of 
a man to get into the very middle of the legal matters per- 
taining to the atom, he could do no better than to write a 
description of the man from whom we are about to’ hear. 

His concern with the legal aspects of the peacetime uses 
of the atom had a very early beginning and in this field 
he has been doing pioneering work. More recently he has 
been Chairman of the American Bar Association Atomic 
Energy Committee, which at the request of the Joint Con- 
gressional Committee on Atomic Energy has made recom- 
mendations concerning changes in the Atomic Energy Law 


to permit greater participation by industry. 
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£. BLYTHE STASON 


It is my pleasure to introduce to you E. Blythe Stason Dean 
of the Law School of the University of Michigan, who will 
speak on “The Legal Situation”. Dean Stason. 


E. BLYTHE STASON: Mr. Moderator, members of The 
Economic Club and guests: 

In the field of atomic energy we find a legal situation 
possessed of all of the old standby problems, to which we 
must add many that are new and fascinating. What unique 
powers and privileges does the law provide regarding partici- 
pation in atomic energy by private enterprise? What special 
duties are imposed upon the atomic energy business? What 
unusual liabilities may attach to that business? 

In considering these questions, we start with the assump- 
tion that the principal, or at least the largest, peacetime 
economic value to be found so far as we can determine at 
the present time, lies in the generation of electric power. 
However, atomic power plants will differ legally from the 
coal burning plants that we know today. 

Here is a thumbnail sketch of some of the principal unique, 
legally operative facts connected with the atomic power 

lant. 

First, for reasons of national security, health, safety and 
welfare, atomic energy is and will continue to be intimately 
supervised and closely controlled by the United States 
Government. 

Second, electric power produced in nuclear power plants 
is no different from the power produced in coal burning 
plants, and the rates charged for such electric power will be 
regulated by State Public Utility Commissions. 

Third, atomic power reactors will produce by-products, to 
which reference has already been made; by-products of 
substantial economic value. Ashes from coal burning plants 
are a nuisance to be disposed of. By-products and waste 
products from fissionable fuels will have values in chemicals, 
in agriculture, in medicine, in manufacturing and doubtless 
in many other activities not yet envisioned. *The existence 
of these economic values will pose a special legal problem. 

Fourth, atomic power plants will conceal in their care- 
fully shielded furnaces some very highly dangerous sub- 
stances; dangerous to persons and to property; to workmen 
and to outsiders; capabble of inflicting damage that may 
be immediate or may not be realized until years after ex- 
posure. This will impose some especially interesting prob- 
lems for the lawyers; problems of legal proof and liability. 

These, then, are some of the principal legally operative 
facts of our atomic power industry. What are the legal 
problems inherent in such business? They are many. Men- 
tion has been made of the work that we have been doing 
at the University of Michigan along this line. With the 
financial assistance of the University’s Phoenix Project, for 
about 3 years several of us have been devoting a substantial 
amount of attention to these problems. There are 3 sizeable 
volumes on the legal problems of atomic energy that are 
going to come off the press in the fairly near future. In 
the few minutes available on this program I can only sug- 
gest a very few of them. Four, in fact, is my limit, - all 
connected with private atomic enterprise, as distinguished 
from Governmental operations. 

The first of these problems: The Atomic Energy Act of 
1946, under which all atomic energy development is now 
carried on, or is closely controlled by the Atomic Energy 
Commission, is in fact one huge legal problem for any 
Pftivate enterprise planning to build and operate a nuclear 
power plant. Until the Act is substantially amended there 
will simply be no privately financed nuclear electric power. 
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What does this Act do? It creates a virtually complete 
government monopoly of atomic energy. It prevents private 
ownership of the most likely kind of nuclear power reactor— 
the so-called “breeder reactor”. It precludes private owner- 
ship of fissionable materials; that is, the fuels that must be 
utilized by nuclear reactors. It precludes open market opera- 
tions in the source materials, that is the uranium and the 
thorium ores and their refined but non-fissionable products. 
The continuity of the essential fuel supply is dependent upon 
government action. Then, perhaps as important as any, the 
license which is required for private persons to utilize fis- 
sionable materials is subject to the condition that it may be 
terminated at any time by the Atomic Energy Commission 
without notice and opportunity for hearing and without 
showing of cause. Private capital simply will not flow into 
so precarious a field. 

These legal barriers must be removed by amendment 
before there will be any such thing as private enterprise on 
a substantial scale in the atomic energy field. Public power 
proponents are resisting change, but President Eisenhower 
has recently recommended in a message to Congress that the 
Act be modified in many very substantial particulars, re- 
moving these, or most of these, legal road blocks. The 
matter now rests with Congress. 

Second: Another unique legal porblem of especial con- 
cern to patent lawyers among you, and to the manufacturing 
industry, involves patent rights. Under the Atomic Energy 
Act, patents are prohibited in certain important areas, prin- 
cipally in connection with the production of fissionable ma- 
terials and the chemical processes of separation of fissionable 
materials from non-fissionable materials. 

Furthermore, and perhaps this is the most discouraging 
legal feature; any patent issued in the atomic energy field 
is subject to being declared by the Atomic Energy Commis- 
sion to be “‘affected with the public interest”. That is the 
phrase taken from the Atomic Energy Act. In such cases, 
the normal encouragement given by the American patent 
monopoly system is withheld, for all users of atomic energy 
may make use of the invention, upon payment of royalty 
fees fixed by the Commission. Industry may well be affirma- 
tively deterred by this fact from embarking upon large scale 
research and development programs, something that will 
certainly prove damaging to the progress of nuclear science. 

Many would prefer to see the Act amended to handle 
atomic energy patents according to the normal provisions of 
the patent laws. There is, however, a very special problem 
in the atomic energy field, resulting from the fact that 
almost the entire atomic energy program has been financed 
by the United States Government with the expenditure of 
billions of taxpayer's dollars. Most of the work has been 
carried on under contract with the government. Scientists 
and technologists working on government contracts have 
acquired a long head start over others not so engaged. Ac- 
cordingly, many well informed persons, including most 
of those who have public responsibilities, are convinced 
that before the atomic energy field is delivered to the normal 
American patent practices, some transitionary arrangement 
must be effectuated, to permit those who have been outside of 
the government programs to “‘catch up”, so to speak, on their 
technology; thus, to preclude those who have been on the 
inside from obtaining, by virtue of the knowledge acquired 

at public expense, patent monopolies which will give them 
an unduly favored position. 

Accordingly, it is likely that in respect to patents the 
Atomic Energy Act will be amended to provide for such 
a transitionary period. 
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A third unique legal problem is connected with state 
regulation of electric power rates. As you know, in practically 
all of the states of the Unidn such rates are regulated by 
Public Service Commissions. Nuclear power plants will of 
course be no exception. Many unique legal and economic 
questions will certainly arise. Will the rate schedules be 
required to conform to rates approved for plants using con- 
ventional sources of heat energy? Or will they be adjusted 
to the economics of the new nuclear enterprise? What 
action will Commissions take respecting the selling price of 
useful by-products? Will the Commissions regulate prices 
of such products in order to keep control of the electric 
power balance sheet? If so, what will be the impact of this 
regulation upon the development of collateral industries 
using the waste and by-products? If plutonium or other 
products are sold to the United States Government, how 
shall the prices be fixed, that is, shall they be fixed by the 
United States Government or by the State Utility Com- 
missions? These are some, but by no means all, of the 
questions that must be answered, and, believe me, these 
answers are not easy. 

There is time to refer just very briefly to one more 
unique legal problem; that created by the unusual hazards 
from radioactive materials to be found in atomic power 
plants, and indeed all through the nuclear industry. What 
problems will arise from this source? 

The common law, of course, establishes general rules 
concerning liability for civil damages to persons and property. 
The Workmen's Compensation Statutes prescribe awards for 
industrial accidents affecting employees. All of these laws 
will affect the atomic industry. Probably many of the State 
compensation laws and statutes of limitations will have to be 
amended in order to provide redress for injuries in the case 
of damages which do not become apparent for years after 
original exposure. Exposure to radioactivity must not ex- 
ceed certain specified figures. Industry will be required to 
keep careful records for each employee for each day of 
service. Unusual care will have to be taken to preserve those 
records. Moreover, no private company can afford to be 
without adequate insurance coverage for the unique hazards 
of the atomic energy business. And the clauses in policies 


VITAL SPEECHES OF THE DAY 


will need to be carefully surveyed in order to assure proper 
coverage and proper redress. 

Now, these are all lawyer’s problems, and not the least 
of them is going to be the interesting and challenging 
problems of proof with which the lawyer will be confronted 
in cases in which the pertinent information is classified as 
restricted data, and which for that reason cannot be brought 
to the light of day in court. 

The blanket of secrecy covers a wide range. The lawyer 
in seeking to prove the issues in cases involving damage 
from nuclear processes will find himself confronted with this 
veil of secrecy, as he will, indeed, in all other cases involving 
nuclear processes. 

How can procedural due process of law be achieved if 
the facts cannot be brought out in open court? Occasions 
have already arisen in which the proof has been impossible 
because the Atomic Energy Commission has asserted its 
unwillingness to reveal the essential facts. Unless the veil 
of secrecy is lifted, the problem of proof will not be easily 
solved. . 

These are merely a few of the unique legal problems con- 
nected with the future of atomic energy. In fact the scene 
literally bristles with them. But like all legal problems, they 
can and will be solved. That is the lawyer's task. The 
atomic age will not be a lawyerless age. Perhaps I should 
repeat and double underline that thought, with a little feeling 
of satisfaction, since I am in the business of educating the 
future generation of lawyers. 

It is encumbent upon the legal profession to see to it that 
the legal difficulties do not constitute a handicap in the 
development for the benefit of the nation of this new, 
interesting, and fascinating form of energy. 

WALKER L. CISLER: Thank you very much, Blythe. 

In closing I do want to say that I believe there is an 
acceleration of interest and increasing participation on the 
part of industry in this matter of bringing about the peace- 
time use of the atom. 

We have not time for questions today, and so it is with 
the hope that our three speakers have been able to bring to 
you a better understanding of some of the problems of 
atomic energy that we close our meeting. Thank you very 
much. 


A Cooperative Peace for all Mankind 


THE FREE FLOW OF INFORMATION AND ITS BALANCED PRESENTATION 


By DWIGHT D. EISENHOWER, President of the United States 
Delivered before the American Newspaper Publishers Association, New York, N. Y., April 22, 1954 


RESIDENT Chambers, President Hoover, Mr. Speaker, 
Piristingsishe members of this great audience. For the 

cordiality of your welcome I am profoundly grateful. 
Thank you very much. 

I am most distinctly honored by your invitation to speak 
to you. 

The responsibilities and the constructive influence of the 
American press make this a significant occasion to me; one 
that I welcome. From personal experience, in war and in 
peace, I have come to recognize your dedication to truth 
and to the welfare of your country. You deserve the ap- 
plause of free men, everywhere. 

You are, of course, cosmopolitan in thought and in charac- 
ter. At least I am quite well aware, after sitting between 


The St. Louis Post-Dispatch and The Minneapolis Star and 
Tribune that you are not members of a one-party press. 

Eight years ago—almost to the day—lI addressed the 
bureau of advertising. At that moment, the horror of wart 
was a bitter memory of the recent past. A revision against 
war or any reminder of war possessed our people. The 
atmosphere was charged with emotionalism that could have 
destroyed our military strength. Fortunately, our newspapers 
did not then permit us, nor are they now permitting us, to 
forget the ever-present reality of aggressive threat. 

Aggression is still a terrible reality, though on all of the 
continents and the islands of the earth, mankind hungers for 
peace. This universal hunger must be satisfied. 

Either the nations will build a cooperative peace or, one 
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by one, they will be forced to accept an imposed peace, now 
sought by the Communist powers as it was by Hitler. 

But free men still possess the greater portion of the globe's 
resources and of the potential power to be produced from 
those resources. They possess scientific skill, intellectual 
capacity and sheer numbers in excess of those available to 
the Communist world. Consequently, free men can have a 
cooperative peace if with hearts and minds cleansed of fear 
and doubt together they dedicate themselves to it in unity 
and in understanding and in strength. 

It is urgent that we try to clarify our thinking about the 
prospect. Let us start with our own present position. This 
nation is a marvel of production, rich in total wealth and 
individual earnings; powerful in a unique combination of 
scientific, military, economic and moral strength. For genera- 
tions our country has been free from the devastation of 
war in her home land and is blessed with stanch and friendly 
neighbors. We covet no nation’s possessions. We seek only 
the friendship of others. We are eager to repay this priceless 
gift in the same coin. 

Surely, the United States—by all the standards of history— 
should possess a genuine peace and tranquillity. 

But our nation today is not truly tranquil. We, her 
people, face a grave danger, which, in essence at least, all 
of us understand. This danger, this peril calls for two far- 
reaching policies or purposes behind which all in our country 
should be solidly united. They are: 

First: All our efforts must be bent to the strengthening of 
America in dedication to liberty; in knowledge and compre- 
hension; in a dependable prosperity widely shared; and in 
an adequate military posture. 

Second: This strength must be devoted to the building 
of a co-operative peace among men. 

These are the fixed purposes of the vast majority of our 
people. But in a world of ideological division, competitive 
rivalry, turbulent crisis in one place and political upheaval 
in another, their achievement demands far more than good 
intentions or glowing words. 

If we are to build and maintain the strength required to 
cope with the problems of this age, we must cooperate one 
with the other, every section with all others, each group with 
its neighbors. This means domestic unity, about which I talk 
incessantly. Unity does not imply rigid conformity to every 
doctrine or position of a particular political figure. But it 
does — a common devotion to the cardinal principles 
of our free system, shared knowledge and understanding of 
our Own capacities and opportunities and a common de- 
termination to cooperate unreservedly in striving toward 
our truly important goals. This type of unity is the true 
source of our great energy—our spiritual, intellectual, ma- 
terial and creative energy. 

Furthermore, our people, strong and united, must coop- 
erate with other nations in helping to build a coooperative 
peace. Such cooperation requires the American people to 
increase their understanding of their fellowmen around the 
globe. Likewise, the nations beyond our shores must come 
to understand better the American people—particularly our 
hopes and our purposes. And, because of the relatively 
greater stake we have in world stability, because history 
has decreed that responsibility of leadership shall be placed 
upon the nation, we must take the initiative in the develop- 
ment of that genuine international understanding on which 
a cooperative peace must be built. 
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Must END MISUNDERSTANDING 


In these truths I find my justification for this appearance 
before you. The increase of understanding and knowledge 
is a task that cannot be accomplished solely by our schools 
or our churches or from political platforms. The malignant 
germs of misunderstanding and misinformation are at work 
in the minds of men twenty-four hours of every day. To 
combat them challenges the study and the effort of every 
individual who occupies any position of influence on public 
opinion. 

Every newspaper, every magazine, every radio and television 
station has the mission of bringing home to all our people 
and to as many other people of the world as we can reach, 
the facts of existence today. But this is not enough. 

Every agency of human communication also must help 
people achieve perspective with respect to facts. Suppose 
the American press should faithfully report the details of 
every crime committee in our country, but should be invari- 
ably silent on the apprehension and punishment of criminals. 
Would there not soon be created a universal impression of 
national lawlessness, disorder and anarchy? Facts must be 
related one to the other in truthful perspective. Only within 
such framework shall we reach clear decisions in the waging 
of the continuous struggle for a stronger America, a peaceful 
world. 

Domestic unity and strength as well as international under- 
standing depend, therefore, in great part on the free flow 
of information and its balanced presentation. 

I am not suggesting that the cause of domestic unity would 
be served by any attempt of yours to slant the news, or to 
turn your news columns into editorials. The consequent loss 
of public respect and confidence would soon destroy the 
influence of the press. But I do believe most earnestly that 
the press should give emphasis to the things that unite the 
American people equal to that it gives to the things that 
divide them. 

News of events which divide may be more spectacular 
than news of developments which unify. But a free press can 
discharge its responsibility to free people only by giving 
all the facts in balance. Facts in perspective are vital to 
valid citizen judgments. Sound judgment is crucial to the 
preservation of freedom. Hence a free press can sustain 
itself only by responsibly reporting all the facts and ideas— 
the spectacular and unspectacular, the unifying facts and 
the devisive. 


News NEEDs STRESSED 


Could not reader-understanding be as powerful a criterion 
in newspaper offices as reader-interest ? 

Need these two qualities be incompatible? I think not. 
Certainly, the great journalists of our day, in critically ex- 
amining and reporting on a legislative proposal, must in- 
evitably deal with such constructive questions as: 

Does it or does it not tend to sustain our economy; to 
provide needed military strength; to increase our understand- 
ing of others or others’ understanding of us? Does it give 
us a more secure position internationally? Does it promise 
to preserve and nurture love of liberty and self-dependence 
among our people? Does it improve our health and our 
living standards? Does it insure to our children the kind 
of nation and government we have known? 

If proposed laws and policies are described only as mere 
battle grounds on which individuals or parties seekin 
political power suffer defeat or achieve victory, then ind 
is the American system distorted for us and for the world. 
If the fortunes of the individual supporting or opposing a 
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measure become, in our public accounts, as important as the 
principle or purpose of the project and its effect upon the 
nation—then indeed are we failing to develop the strength 
that understanding brings. If the day comes when personal 
conflicts are more significant than honest debate on great 
policy, then the flame of freedom will flicker low indeed. 

I trust you do not view my remarks as an attempt to tell 
you how to run your own business. I am, however, willing 
to take the risk of your misinterpretation. James Madison 
wrote: “A popular government without popular information 
or the means of acquiring it is but a prologue to a farce 
or to tragedy or perhaps both.” So we are talking of a 
problem that the responsible governmental official cannot 
ignore, just as none of you can close your eyes to it. 

We are not moving toward farce or tragedy. But knowl- 
edge of the facts and of their interrelationships is more than 
ever essential to the solution of human problems. 

I know that to present the facts in perspective is a difh- 
cult task. The haste of living creates reader impatience. It 
discourages complete explanation and places a premium upon 
cliches and slogans. We incline to persuade with an at- 
tractive label, or to damn with a contemptuous tag. 


CATCHWORDS Not HELPFUL 


But catchwords are not information. And, most certainly, 
sound popular judgments cannot be based upon them. 

On the steady, day-by-day dissemination of complete in- 
formation depends our people's intelligent participation in 
their own Government. For them that is no light thing. 
The decisions they must make are crucial in character and 
world-wide in scope. On them depends all the necessaries 
and comforts of life—from the amount of money in their 
pocketbooks, the pavement on their highways, the housing 
in their towns, to the sort of country they will leave behind 
as a heritage to their children. They need full and accurate 
information. Your newspapers can give it to them. On 
every question where they have it, their decisions will be 
sound. 

Now if increased knowledge and understanding are neces- 
sary to promote the unity of our people, they are equally 
necessary to the development of international cooperation. 
At this juncture in world affairs, ignorance of each other’s 
capacities, hopes, prejudices, beliefs and intentions can des- 
troy cooperation and breed war. 

Nowhere on this planet today is there an impregnable 
fortress, a continent or island so distant that it can ignore 
all the outer world. If this is not to be the age of atomic 
hysteria and horror, we must make it the age of international 
understanding and cooperative peace. Even the most rabid 
Marxist, the most ruthless worshipper of force, will in mo- 
ments of sanity admit that. International understanding, 
however, like domestic unity, depend’s, in large part, on 
the free, full flow of information and its balanced presenta- 
tion. 

But recent reports state that 75 per cent of all the people 
who inhabit the earth live under censorship. Illiteracy affects 
vast numbers in many areas of the globe. And, of course, 
there are language and cultural barriers. Understanding 
cannot, under these circumstances, be easily or quickly 
achieved. Into the vacuum caused by censorship and illiteracy 
pours the positive and poisonous propaganda of the Soviets. 
For twenty-four hours each day it pours in. 

The Communist propaganda machine, for instance, tirelessly 
tells all the world that our free enterprise system inevitably 
must collapse in mass unemployment, industrial strife, fi- 
nancial bankruptcy. Time and again, communistic propaganda 
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has shifted and reversed its tactics. But this one charge 
is firmly fixed in the party line from Marx to Malenkov. 

Our United States Information Service, cooperating with 
similar efforts by friendly nations, seeks to combat propa- 
ganda with truth. Every dollar we put into it, when wisely 
used, will repay us dividends in the triumph of truth and 
the building of understanding. But our official information 
service is properly limited in purpose, as it is in size. The 
mass of information of us and to us must flow through the 
established publicity media of the several nations. Of all 
these we think ours the best and the most efficient. 

Yet, a study in which, I am told, many of you cooperated 
shows that the average daily newspaper in the United States 
prints about four columns a day of news stories from abroad. 
I do not know whether this is too little, too much, or about 
right. But I do know that in this amount of daily space 
is is hard to inform the American people about relative 
happenings in all other countries. 

Two-thirds of this foreign news was found to be about 
important official ceremonies and events in other countries— 
about their internal political crises, their foreign relations 
involvements, their official statements and pronouncements. 
Very little of the news had to do with the man in the 
street, or with his social, educational, cultural, civic and 
religious life and history. Yet an understanding of these 
is indispensable to an understanding of a nation. 

The same specialists who studied this question also ex- 
amined many European newspapers. There, too, news about 
the average American was scant. Those among you who have 
spent years abroad have undoubtedly been amazed by the 
frequency with which misleading or distorted opinions of 
our individual and national life are expressed by citizens 
of other countries. 

It is always disconcerning to hear foreign friends speak 
disparingly of the American civilization as a collection of 
shiny gadgets. It is alarming to know that we are considered 
so immature in world politics as to be ready to provoke a 
war needlessly and recklessly. It is even worse to learn that 
we are often judged as power-hungry as the men in the 
Kremlin. 

Because of a tragic failure to understand us and our 
purposes, the citizen of Western Europe frequently looks upon 
America and the U. S. S. R. as two great power complexes, 
each seeking only the most propitious moment in which to 
crush the other by force. He believes also that, in the mean- 


time, each seeks alliances with nations throughout Europe © 


with the sole purpose of using them as pawns when the 
moment of crisis arrives. 


PEACE By COOPERATION 


We know that we seek only peace by cooperation among 
equals. Success in this great purpose requires that all others 
know this also. 

As individuals we are frequently pictured abroad as rich, 
indifferent to all values other than money, careless of the 
rights of others and ignorant of the contributions others have 
made to the progress of western civilization. 

Undoubtedly these misconceptions are partially the result 
of Communist propaganda. But they flourish in the lack of 
comprehensive, truthful two-way information. 

Here at home we need fuller and better information of 
others if we are wisely to direct our policies toward real 
security. Many of us incorrectly assume that all other coun- 
tries would like to live under a system identical or similar 
to ours. Some believe that all foreigners are lazy or decadent, 
that few pay taxes, that they hate us for the sole reason 
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WILLIAM E. JENNER 


that we are prosperous. We hear often that the people of 
a particular nation are cowardly, or have no love of country or 
pride in their citizenship. Too often we think of them as 
physically weak, intellectually shallow and spiritually defeated. 

Of course there are individuals everywhere who fit these 
descriptions, but it is dangerous to us and to peace when 
we carelessly speak in generalities of this kind, characterizing 
an entire nation. 

We live in a small world, and only by a cooperative effort of 
the free peoples occupying important areas can we build 
security and peace. It is not a question of turning the press, 
radio, television and newsreels into media of sugar-coated 
propaganda, “selling” America to the Frenchman, France to 
the German and Britain to the American. 

It is qute different from that. I repeat: for understanding 
we need the facts and the perspective within which they 
fit. I am sure that the free press in all free countries has 
made real progress in this direction. But I think a lot more 
can, and by all means should, be done. The future of all of 
us depends upon it. 

No group can be more effective in such accomplishment 
than you of the American Newspaper Publishers Association. 
Here, indeed, is an endeavor worthy of your talents and skills. 


MILLIONS ON OuR SIDE 


Within the framework of friendly alliances, we are joined 
with hundreds of millions among the free nations in working 
agreements, primarily concerned with military security, but 
inescapably dealing with every hope and every concern of 
daily life. Together we live in a mighty arena bounded by 
the Polar regions, particularly encircling the globe, peopled 
by men and women of independent nations. These peoples, 
with scanty information and understanding of one another, 
are now allies of convenience under Communist threat; but 
tomorrow they could be full partners permanently joined in 
mutual understanding, impelled by common aspirations. 
Among the nations of that vast arena, at least, war can be- 
come unthinkable—quickly. A cooperative peace among them 
is no mirage of the dreamer. 

Within the United Nations we possess a global forum 
where we can plead the cause of peace so that even the men 
of the Kremlin must listen. Their ears may be stopped to 
the spirit of our words. Their minds, however, cannot for- 
ever be shut to the facts of the age within which we— 
and they—must live, physically separated one from the other. 
by a few hours of flight. 

We cannot hope with a few speeches, a few conferences, 
a few agreements to achieve the most difficult of all human 
goals—a cooperative peace for all mankind. 
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Here may I say, my friends, that your representatives in 
the diplomatic world have no other thought or no other 
purpose than that which I have just stated—the achievement 
of a co-operative peace among the free nations. And eventu- 
ally to enlarge that by appealing to the common sense, 
representing the facts of the world as they are today to all 
others, so that even the Iron Wall must crumble and all men 
be enjoined together. 

To lead that kind of effort we are blessed—and I say We 
are blessed, and I believe it from the bottom of my heart— 
with a man whose whole life has been devoted to this one 
purpose, who from babyhood has studied and thought and 
contemplated how to achieve this one great goal of human- 
kind, well knowing that within his lifetime perfection cannot 
be obtained, but to do his part in reaching it. I cannot tell 
you how sincerely I believe that every one of us, every one 
of our 160,000,000 people owes a great debt of gratitude 
to Foster Dulles. 

Free men do not lose their patience, their courage, their 
faith because the obstacles are mountainous, the path un- 
charted. Given understanding, they invariably rise to the 
challenge. 

Never, then, has there been a more compelling and re- 
warding time to work for international understanding, to 
labor for a co-operative peace. 


Success OF AIMS HELD SURE 


I most firmly believe that the American people’s decision 
to strengthen our country in moral leadership, in intellectual 
stature, in military posture, in a dependable prosperity widely 
shared will be realized. Underlying that decision is a tremen- 
dous spiritual energy which I believe to be adequate to every 
test. I believe that it grows from day to day as our people 
become more and more aware of the deadly nature of the 
world’s struggle. 

I most firmly believe, too, that world leadership in the 
cause of cooperative peace lies within the capacity of 
America. This capacity will be realized when everyone here 
present uses his mind and his will and all his resources in 
union with others of like influence to bring about the under- 
standing, the comprehension, the determination we need. 
Freedom of expression is not merely a right—in the circum- 
stances of today, its constructive use is a stern duty. Have 
we, have you as publishers, the courage fully to exercise the 
right and perform the duty? 

Along with patriotism, understanding, comprehension, de- 
termination are the qualities we now need. Without them 
we cannot win. With them we cannot fail. 


The Crisis in Indochina 


THE POLITICAL SABOTAGE OF OUR MILITARY AID 
By WILLIAM E. JENNER, Senator from Indiana 
Delivered in the United States Senate, Washington, D. C., April 20, 1954 


M* PRESIDENT, I have a very brief statement on 
the crisis in Indochina. 
There is nothing new in the crisis in Indochina. 
The situation is exactly where it has been since 1948, 
when the Red Chinese reached the Indochina border. 
Every competent person knew then that southeast Asia 
was on the timetable for destruction. 
Every competent person knew the Acheson cease-fire in 
Korea would be followed by invasion of southeast Asia. 





The Soviet leaders always use a time bomb. 

They plan every step necessary for the next takeover on 
their timetable. 

Then they set the mechanism so it will go off, months 
or years later, when people will no longer be on guard. 

If Americans keep on refusing to believe these time 
bombs are real, until they have exploded, the Soviet Union 
will have no difficulty whatever in destroying its opponents, 
piece by piece. 
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We do not have to decide hastily about Indochina. 

Soon the rains will come and then the talk will start 
again. 

Indochina’s problem is the same as that of China in 1946. 

It is the same as that of Korea in 1950. 

Shall we deal with symptoms, or the disease, with the 
cat’s-paw or the monkey which eggs on the cat? 

The Soviet Union needs a series of little wars at the 
periphery, where our men, our officers, our materials, and our 
money can be wasted, without hope of victory. 

What do Americans want? 

Obviously, we want a way to stop the little wars, which 
give the Soviet Union an open road to conquest. 

There is a simple way to stop the war in Indochina. 

The Viet Minh rebels cannot wage such a war, alone, 
without help from Red China. 

The French Union forces could defeat them easily. 

There is only one way to stop Red Chinese help to the 
rebels in Indochina. 

That is to release the armed forces of the free nations of 
Asia. 

They are kept out of action only by the Acheson legacy 
in American foreign policy. 

The war in Indochina will not be won or lost at Dien 
Bien Phu. It will be won or lost in Washington. 

The Republic of China has half a million armed men on 
Formosa. 

Our defense officials make every effort to train and equip 
them, but the Acheson holdovers in the State Department 
are able, by some hidden route, to make our military officials 
equip them for the wrong ends. 

We are giving free China everything it needs to defend 
itself against the wrong danger—attack from the mainland. 

We are giving free China nothing—absolutely nothing— 
essential for their real need. 

Free China needs ships, planes, submarines, supplies, to 
open a second front against the Reds on the China main- 
land. Then Red Chinese aid to Indochina will end in a 
hurry. 

Once the free Chinese land on the mainland with sufficient 
equipment, millions of Chinese will rise up to join them. 

We hear constantly from journalists, who think they are 
statesmen, that Red China is de facto ruler of mainland 
China. 

How do they know? 

Is Red China going to tell us how much control it does 
not have in the hinterland? 

Is it going to tell us how many revolts are flaring? 

We know that, even today, the free Chinese have air 
superiority over the China coast. 

Does that look like sovereignty ? 

I am told the Mohammedan Chinese are fighting bitterly 
against the Communists in west China. 

Other Chinese are fighting the Reds in Manchuria itself. 

The Chinese people are ready to spring to defense of 
their country the moment they can count on help from their 
own troops. 

In President Eisenhower's inspiring words, a_ soldier's 
pack is not as heavy as a prisoner’s chains. 

The war in Indochina is a war against the Chinese before 
it is a war against us. 

If Indochina falls, then Formosa is outflanked. 

The Chinese Republic will be lost. 

The free Chinese are ready to send their men at once 
to counterattack Red China. 
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They will be fighting for their parents, for their children, 
for love of country, for a great civilization now being 
destroyed by barbarians. 

To keep the patriotic Chinese immobilized when they 
are begging to strike with all their power against the in- 
vaders of their homeland, and the murders of their parents 
and brothers, is the height of cruelty. 

We must not permit a single American to be engaged in 
fighting on the continent of Asia until the free Chinese are 
given everything they need with which to do the job they 
are pleading to do. 

Today the Acheson holdovers in our State Department 
are also able, through devious channels, to keep Syngman 
Rhee from getting reserves of gasoline with which to fly 
his planes and keep his tanks moving. 

They need control only of one little thing, such as gasoline. 

They give him everything else and call it military aid. 

I call it political sabotage of our military aid by the dead 
hand of the Acheson regime. 

If the free Koreans were given full military equipment, 
free of Achesonian political controls, their 600,000 men 
could pin down a Red Chinese Army of 600,000 without 
a war. 

Chinese reinforcements moving toward Indochina would 
have to turn back and sit waiting in Manchuria, never 
certain when the Korean forces might spring. 

We must not permit a single American to be sent into the 
fighting on the continent of Asia until the free Korean forces 
are given full equipment to hold down the Red Chinese 
armies in the north. 

The Vietnamese have not yet instituted full conscription 
of their own men. Their new draft law does not go into 
effect until May 15. Meanwhile, they have 400,000 troops. 
There are 600,000 troops in Korea, and 500,000 in Formosa. 

We must not permit a single American to be drafted and 
sent to fight in the jungles of Indochina for a war emergency 
which the Indochinese are not yet fighting on an emergency 
basis. 

A million and a half free Asians could start to pin down 
a million and a half Red Chinese in the north, at the center, 
and in the south. 

How quickly the pressure of Vietnam would be lifted. 

The Communist want us to fight a string of little wars. 

Americans prefer to devise an Inchon for Asia. 

Filipinos and other Asian nations may wish to join in 
holding the line against the Red forces. That is their 
business. 

But Americans do not want any Pacific NATO made up 
of weak sisters. We do not want any PATO made up mostly 
of European Colonial powers. 

The objective of Soviet policy is to destroy all nations 
internally, so that their armed forces will slip from the 
enfeebled hands of their governments. 

They are pounding the nations in a gigantic political cyclo- 
tron, so that their very atoms will be split. 

We cannot rely on “collective security” with nations which 
may buckle under the first real pressure. 


The objective of American policy must be to preserve 


and strengthen the nations which are determined to be free. 
We cannot give fortitude to other people. No arms and 
no money will help them if they lack the will to resist. 
We must select for our. friends the nations which have 
faced the fifth column and_ uprooted it. 
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The United States must stand today, as it stood in 1776, 
for freedom for the brave. 

It must stand with the heroic Asian nations which are 
ready to die for their independence as it stood with the heroic 
nations of Latin America in the time of President Monroe. 

American military security can be geared to action only 
with nations as brave and determined as Turkey and Korea, 
which are ready to fight the Soviet Union, though they will 
be overwhelmed in a few weeks, because they know the 
flames from the burning funeral pyre of their country will 
ignite the conscience of the world. 

The Acheson fifth column in the State Department tied 
our military security in a knot with nations which were 
ready to appease the Reds. Every vestige of that brand of 
collective security must be ripped up. 

Our policy must be geared to true American principles 
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of determination to protect ourselves, and cooperation with 
patriotic nations ready to preserve their own independence. 

If we give part of our industrial production and our 
organizing skill to the rising nations of Asia, they will de- 
fend themselves. 

If we give it in the spirit of 1776, the spirit of liberty and 
of friendship for all nations whose people truly love liberty, 
the free nations of Asia can mobilize a million armed men, 
then 2 million and 10 millions of freemen, to oppose the Red 
death of communism. 

By truly helping the nations which love independence, 
we shall help Asia far more than if our men are sent to fight 
on her soil. 

We shall win friends among patriotic, liberty-loving 
nations who will trust us, because we see them fighting today, 
as we fought in 1776, a war of independence. 


World Tariffs and Trade 


SHOULD THE RECIPROCAL TRADE AGREEMENT ACT BE EXTENDED? 
By NOAH M. MASON, Congressman from Illinois 
Delivered at the Sixth Annual Management Conference, Cornell University, Ithaca, N. Y., April 15, 1954 


ference, one of the greatest problems of our times 

is the problem of tariffs and trade, the flow of goods 
across natioanl boundaries—and the obstacles to that flow. 
On excellent authority I make the flat statement that there 
are more obstacles today to the free flow of goods from one 
country to another than ever before in our history, during 
peace time. 

To further complicate the problem is the fact that today 
the world is divided into two armed camps: One behind 
the Iron Curtain composed of 900 million people, domi- 
nated by Moscow, with state control of all foreign trade; 
the other armed camp consists of the so-called free nations— 
all nations outside the Iron Curtain—each with its own 
tariff barriers and trade restrictions, a veritable hodge-podge 
of tariff rates, ranging from the high average duty of 46.3 
percent in Chile to the low average duty of 1.6 percent in 
Japan. 

Besides the tariff restrictions of today however, we have 
other obstacles to trade more complicated and more restrictive 
than any tariff rate, namely, multiple currencies, embargoes, 
import and export licenses, trade preferences, subsidies, state 
trading, etc. Tariff duties are the mildest form of our present- 
day trade restrictions; they constitute the old-fashioned 
method of restricting trade; they are not to be compared to 
the more modern and more efficient methods—such as quotas, 
licenses, multiple currencies, etc. 

Dr. Clair Wilcox, one of the best posted men in America 
on problems of foreign trade, formerly Director of Inter- 
national Trade for the State Department, stated in a recent 
speech: 

“The trade of the world today is more tightly regimented 
than it ever has been before in history, in time of peace.” 


M * CHAIRMAN, ladies and gentlemen of the con- 


THE HisToRICAL BACKGROUND OF THE PROBLEM 


All wars have their repercussions: Social, financial, physi- 
cal, and spiritual. One of the major repercussions of every 
war, a repercussion not usually discussed or considered, is 
the effect every war has upon world trade. 


After World War I, Europe might be said to have be- 
come Balkanized. That is, the natural barriers to trade be- 
tween the 23 European nations—such as mountain ranges, 
boundary lines, language obstacles, currency differences, etc. 
—were all accentuated as a result of the war by the imposi- 
tion of many artificial trade barriers, set up to collect badly 
needed revenue or to protect industries that were trying to 
regain a foothold after the devastating effects of the war. 

To get a true picture of our own present-day tariff and 
trade policy and its historical background, we must go back 
at least to the outbreak of the Spanish American War, when 
the Dingley tariff law of 1897 was adopted. The Dingley 
tariff law can be said to be the beginning of our present-day 
tariff and trade policy. 

The Dingley tariff of 1897 was the highest in our entire 
history. The average tariff rate in that law was 52 percent 
of the ad valorem value of the goods imported—rates al- 
most confiscatory. Those high rates of duty were levied be- 
cause we needed the money, and because tariffs provided 
the major part of all the Government revenue collected in 
that day. We had no other major source of Government 
revenue. The Dingley tariff was not a tariff to regulate trade; 
it was not even a tariff to protect American industry; it was 
a tariff to provide badly needed revenue. 

The Dingley tariff of 1897, with its average rate of 52 
percent, was the highest point ever established in our tariff 
walls. From that day to this we have been constantly lower- 
ing our tariff walls—except small upward flurries now and 
then—until today we have the lowest tariff walls in our 
entire history, almost the lowest tariff walls in the world, 
with an average tariff rate of 5.1 percent. This is a lower 
average tariff rate than any one of our principal trade 
competitors. It is a tariff rate only one-third of the average 
tariff rate of all our competitors, and it is only one-fifth 
of the average tariff rate of our chief competitor, England. 
We have traveled a long way—a very long way—in 
the last 60 years, from the position of being one of the 
highest tariff countries in the world to that of being one of 
the lowest. 
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The year 1913 stands out as a very important one in 
the history of our trade and tariff program, although we 
made no major change that year in our tariff laws. What 
we did, however, in 1913 that had a tremendous effect upon 
our tariff policy was to place a graduated income tax upon 
both individual and corporate incomes, relying from then 
on upon income taxes to raise the major part of our revenue 
instead of relying upon revenue from tariffs. Today we 
collect $56 billion in income taxes, $10 billion in excise 
taxes, and one-half billion dollars in tariff revenue. That 
one act, the Income Tax of 1913, made possible a funda- 
mental change in our entire trade and tari policy. From 
1913 on, our sole consideration in establishing tariffs has 
been regulation and protection, not revenue. 

The next major step in our tariff program was the much- 
discussed (and cussed) Smoot-Hawley tariff law of 1930. 
That law established the cost-of-production principle in our 
tariff program, and it also made some modest rate increases. 
Although the Smoot-Hawley Act was passed several months 
after the worldwide depression came upon us, it has been 
blamed by many people as the principle cause for that world- 
wide depression. The fact is, however, the worldwide de- 
pression of the late twenties and the early thirties had many 
causes, most of which can be traced to the reprecussions or 
aftermath of World War I and the readjustment to that 
war. 

The next step in our tariff program—a step forward or 
backward, depending upon the point of view——-was the 
passage in 1934 of Cordell Hull’s Reciprocal Trade Agree- 
ments Act. That act gave to the executive branch of the 
Government the tariff- and trade-making powers that the 
Constitution had placed in the legislative branch. Essentially, 
that act was an abdication of power by the Congress, a 
dodging of an obligation and a responsibility that constitu- 
tionally belongs to the Congress. It may be said that the 
act was the result of a strong-willed executive working 
with and upon a weak-willed, spineless Congress. 

The Reciprocal Trade Agreements Act was an emergency 
measure, definitely described as such. It contained a 3-year 
limitation, and gave President Roosevelt the power to make 
trade agreements with other nations under certain restrictions 
and safeguards. 

Another very important and rather serious fundamental 
change in our tariff and trade machinery, that was contained 
in the Reciprocal Trade Agreements Act, is the fact that 
the Tariff Commission was subordinated to the executive 
department. The Reciprocal Trade Agreements Act made 
the Tariff Commission the agent or servant of the executive, 
and divorced it entirely from the legislature branch, whose 
agent it had always been. 

Like most New Deal emergency measures the Reciprocal 
Trade Agreements Act has been extended and extended, for 
3-year periods, for 1-year periods, until today it is 20 years 
old. It has about reached its majority. The questions that 
face us today, therefore, as I see them, are: 

1. What has the Reciprocal Trade Agreements Act ac- 
complished ? 

2. Should it be extended and continued ? 

3. Has it achieved the objectives that it was supposed to 
achieve; namely, establish or advance world peace, world 
prosperity, universal good will, amity among nations? 


WHat Asout Woritp PEAcE?—Has Wortp PEACE 
BEEN ADVANCED? 
During the 20 years the Reciprocal Trade Agreement Act 
has been on the books we have had World War II. We 


have had the Korean incident. We have had the so-called 
Spanish civil war. We have had 7 years of war in Indochina. 
We have had trouble between England and Egypt, between 
India and Pakistan. We have had Communist Russia ex- 
tending the Iron Curtain beyond her borders until she now 
has control and domination over 900 million people instead 
of the 300 million Russians she had domination over at the 
close of World War II. 

Molotov now sits in Mosgow like a big fat spider in the 
center of his web; he pulls a string and the flames of war 
break out in Korea, on we send our boys 7,000 miles away 
to put out the flames. He can pull a string in Indochina, 
Siam, India, Iran, Turkey, Greece, Yugoslavia, Czechosloakia, 
Berlin—all satellite nations— and the flames of war will break 
out in any one or more of those places, and we will then 
have to send our boys to put out those flames. And after 
3 or 4 more years of such a program we will be exhausted, 
we will be bled white, and Russia will be ready to take 
over without having lost a man of her own. So, I ask in 
all sincerity: Is the world more peaceful today than it was in 
1934 when we passed the Reciprocal Agreements Act? Has 
the act helped to establish or advance world peace? 


WHAT ABOUT WORLD PROSPERITY? 


Are we any nearer world prosperity today than we were 
in 1934? To try to bring about world prosperity we have 
given away over $100 bilion in the last 15 years—$60 
billion lend-lease during the war and $50 billion since the 
war—to say nothing of the nearly $200 billion we have spent 
for national defense in the cold war. Has world prosperity 
been advanced by the Reciprocal Trade Agreements Act? 
Certainly our own prosperity has not been advanced, because 
we are in debt to the tune of over $300 billion, which 
is more than all the other nations of the world owe, all 
put together, and more than twice as much as all the nations of 
Europe owe, all put together. 


Wuat AsouTt Goop WILL, Amity AMONG NATIONS? 

Is good will or amity among nations any nearer today 
than it was before 1934? Let us be specific: Has the re- 
lationship between France and Germany improved since 
1934? Between Pakistan and India? Between Palestine and 
Arabia? Between Italy and Yugoslavia—to say nothing about 
the conditions in the Far East. 

What about internal dissensions and strife? Italy with 
her 36 percent Communist vote in the last election; France 
with 25 percent of her national legislature composed of 
Communist members? What about Nationalist China and 
Communist China? What about England, torn between her 
Socialist Labor Party and her Conservative Churchill Party? 
Has good will among men and amity among nations been 
advanced by the Reciprocal Trade Agreements Act? 

I answer by saying, ‘Not so that anyone can notice it.” 


WHAT ABOUT WoRLD TRADE BARRIERS ?—HAVE THEY 
BEEN REMOVED? 


Do we have a freer flow of goods today across national 
borders than we had in 1934? Dr. Wilcox says, ‘‘No.” Dr. 
Coulter says, “No.” Dr. Murchison says, “No.” And all 
the facts today in connection with world tariff and trade 
say, “No.” 

True, all tariff walls have been lowered—with the ex- 
ception of Chile and the United Kingdom. Chile has raised 
her tariffs from an average of 38.2 percent to 46.3 percent, 
and the United Kingdom, our diel commatliee, from 21.3 
percent to 25.6 percent. All the other nations, however, 
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MERLE THORPE 


have lowered their tariff walls until today world tariff walls 
are about half as high as they were in 1934. 

But while world tariff barriers have been lowered, other 
obstacles or barriers more effective than tariffs have been 
erected in their place. Import and export licenses, currency 
manipulations, multiple currencies, quotas, subsidies, etc., un- 
til, as Dr. Wilcox puts it, and I repeat for emphasis: “The 
trade of the world today is more tightly regimented than 
it ever has been before in history, in time of peace.” 

So, in the face of the facts I ask, What is the use. of 
lowering tariff barriers if the nations of the world eréct 
other and more effective barriers in the place of those that 
have been lowered? It is a fact, and we must face it, 
that under the Reciprocal Trade Agreements Act, practically 
every foreign country that has lowered its tariff duties has 
erected other barriers against United States imports, thereby 
nullifying the effect of their tariff concessions or reductions. 

Senator MALONE, of Nevada, one of the best informed 
men in the United States Senate on tariffs and trade, stated 
definitely and specifically in a recent speech: 

“No nation has ever kept a trade agreement with this 
Nation. After making their trade agreements they manipu- 
late their currencies, and we float along on a bright colored 
cloud and do not know what is happening to us. Ten 
minutes after a trade agreement is signed with us, the other 
nation can and usually does establish a new value for its 
currency, a higher value for the Peso in terms of the dollar 
if it is a South American country, or a higher value for 
the Pound in Sterling block countries.” 

One of the most effective of all trade obstacles that we 
have to deal with today is an import license. 

Under this restriction no goods of any type can enter 
the country in question without a specific license for the 
importation of a specific shipment. By merely refusing to 
issue a license the goods can be completely kept out of 
a country. 

An excellent example of the way this trade obstacle 
works is the American motorcycle. American producers 
formerly enjoyed a substantial market for motorcycles in 
Great Britain, in Australia, and in other British areas. The 
British duty on motorcycles was reduced under the recipro- 
cal trade agrements, but under the British import-license 
system American motorcycles have been absolutely shut out 
of British markets. No amount of persuasion by would-be 
American exporters has been able to alter this situation; so 
today we ship no motorcycles to England or to Australia, 
but they ship their motorcycles and their bicycles into our ports 
and have taken over a large part of our American market. 
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SoME GENERAL EFFECTS OF TARIFF REDUCTIONS 
Upon AMERICAN INDUSTRIES 

The ultimate effects of the tariff reductions made under 
our reciprocal trade agreements program have not become 
fully evident as yet. It has not ben possible for the program 
to. become fully operative because of the interruptions to 
world trade that have constantly taken place during the 
past 20 years. However, the following effects are now very 
much in evidence: 

(a) The American jeweled-watch industry has been prac- 
tically closed out as a result of our tariff reductions since 
1934. We formerly had 20 jeweled-watch companies in 
the United States; now we have 2—the Elgin Watch Co. 
and the Hamilton Watch Co. Eighty-five percent of the 
American market for jeweled watches has been taken over 
by Swiss watch manufacturers. 

(b) Lowered tariffs in the fresh and frozen fish industry 
have resulted in such large fish imports at such cheap rates 
that American fishermen are unable to compete. Some of 
our largest fish-processing plants have moved to other coun- 
tries where wage rates are lower. 

(c) Widespread unemployment is now prevalent in our 
industries that make chinaware, pottery, glassware, and 
kitchen articles. All industries classified as handicrafts are 
affected, industries that depend largely upon hand skills. 
This is the direct result of tariff reductions and the greatly 
increased imports of those articles. 

(d) Thousands of lead and zinc miners are today out 
of work and on relief because of greatly increased imports 
of both lead and zinc. Recently our zinc factories have been 
reducing their working forces or going on a part-time basis 
because of the importation of processed zinc. 

These are just a few samples of the direct result of our 
reciprocal trade-agreements program, and the results are 
just beginning to become evident. 

In the face of these facts—and they are cold and hard 
facts—can anyone say that our reciprocal trade-agreements 
program has been a success? Should the program be con- 
tinued? Should the President be given the power to lower 
our tariffs still further? 

These three questions must be met and answered—by 
you, by the Congress, and by the people of the whole 
Nation. Upon the correct an$wers to these questions depend 
the future welfare of this Nation, its economic welfare, its 
financial welfare; yes, its social and spiritual welfare as well. 

Has the reciprocal trade-agreements program been a suc- 
cess? My answer is “No.” 

Should the program be continued? Again my answer is 
“No.” 

Should the President be given the power to lower our 
tariffs still further? Again my answer is an emphatic “No.” 

“If that be treason make the most of it.” 


How To Promote a Depression 


THE USE OF POWER OF SUGGESTION AND STATISTICS 
By MERLE THORPE, Director of Cities Service Company, New York, N. Y. 
Delivered before the Ohio Petroleum Marketers Association, Inc., Columbus, Ohio, March 17, 1954 


ECENTLY, in one day, I saw three television shows, 
and four top headlines in my favorite New York news- 
paper dealing with the probality of unemployment 

and its attendant economic distress. 
Depression is becoming the most widely advertised product 
of 1954, out-galloping the campaign we started in 1930, 





with air-waves and headlines and speeches emphasizing 
“graves and norms and epitaphs’” and as Shakespeare 
added, “of comfort let no man speak.” 

It is an American characteristic to make everything bigger 
and better, from skyscrapers to jumping frogs. All right, then, 
if we really want a depression, and it seems that we do, let's 
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make it the biggest and best one of all times. Let's work out 
a definite program, organize, and speed — day of disaster. 

The project already has a good start. Depression publicity 
during the past months has reached every man and woman 
in the United States, and most of the peoples of the world. 


As a result, the words “recession”, “slow-down”, “dip”, 
“slump”, “readjustment”, “unemployment”, are heard on 
every side. 


Only by wearing ear-muffs can one walk a block today 
without hearing talk of unemployment and another depres- 
sion. 

We, of course, despise the Hitlers and all their works. 
Nevertheless they taught us that by repeating something 
often enough we even come to believe it ourselves. This is 
the principal tool we can use in our campaign to promote 
that state of mind which leads to the hesitation and ultimate 
paralysis of American business. 

State of mind is the key to our whole campaign. Webster 
defines depression as dejection, discouragement, apprehension. 
Our first step, therefore, is to promote such a mental state. 

This is because the power of suggestion is the most im- 
portant factor in business expansion or contraction. 

At an international convention of psychologists one experi- 
ment was to put a healthy man in the hospital in three days, 
solely through the — of suggestion. A bank clerk was 
chosen and some of his friends rehearsed in the parts they 
were to play. A friend and customer said to the clerk, “You 
aren't looking so well. Have you been ill?” 

The clerk replied, “Never felt better in my life.” 

He didn’t feel so good after four other friends had carried 
on the plot. 

At the end of three days, the clerk's boss suggested that he 
needed a vacation and a rest. That night the victim anxiously 
went to his doctor for a check-up. 

A professor gave each member of his class of students at 
Columbia University a glass of milk. He told them there 
was a mild poison in some of the milk which might cause a 
temporary sickness, but nothing harmful. Half of the class 
was affected with nausea, two or three violently. They were 
sheepish when told there was no = in any of the milk. 

It is possible, my doctor informs me, to blind-fold a 
patient, tell him his arm is to be pricked with an electric 
needle, then touch the bare arm lightly with a lead pencil. 
He will invariably wince, and in some cases a welt will show 
up on the arm. 

I am not a Christian Scientist. I wear blue stockings, I am 
a Presbyterian, but I do appreciate the importance of mental 
suggestion upon our physical bodies, and gentlemen, let me 
tell you, it is one hundred times more forceful and important 
and far reaching when we direct that mental suggestion to 
our business structure, so delicate is it, with all its checks and 
balances. 

Any good doctor will tell you that at least half of his pills 
are mental suggestions. 

Now if this is the effect of the mind upon the body, how 
much more sensitive is the power of suggestion upon the 
pocketbook ! 

One suggestion to the same bank clerk that hard times are 
just around the corner, or that unemployment is increasing, 
or that there is caik of a run on the banks, or that it is 
rumored that So-and-So Corporation is about to fail—and the 
clerk will postpone signing the contract to buy a new house, 
buying a new suit of clothes, or even carrying out his plan to 
move into another apartment. 

Consider: The men and women in the United States 


represented by the bank clerk make around 100 million ex- 
changes of goods, labor and services daily. These add up to 









the big figures we see in the papers of pig iron production, 
kilowatt consumption, bank clearances, car loadings. If 5% 
of us are uncertain of the future, if we hesitate and postpone 
our exchange or trade, the national economy slows down 5%. 
While this inactivity does not mean that 5% of the employed 
will become unemployed, in breadlines and hunting for jobs, 
it can be made to appear so, as we shall see. 

Furthermore, any campaign to promote a depression has 
this in its favor: Business is more sensitive to mental sug- 
gestion than is our health or physical welfare. This is be- 
cause 90% of our daily business transactions are conducted 
on credit. Credit is nothing more than confidence, one man 
in another, that he will keep his word and that the conditions 
will be such that he will be able to keep his word. 

If you, about to invest in your neighbor's new business, or 
about to exchange your savings or credit for a new automobile, 
or to employ a man in order to put in a new line of goods— 
if you should become a bit alarmed about the future, the 
easiest thing in the world for you to do is to delay action. 

The majority of business transactions are voluntary. 

Every trade is a risk. Delay, says human nature, is the 
better part of valor. 

Therefore, to accomplish our objective, which is to shut 
down factories, create long line of unemployed, bust banks, 
and even approach a national panic, we must first promote a 
state of mind of dejection and apprehension. 

With these facts before us we are now in a position to 
carry on the start we have made toward promoting a bigger 
and better depression. 

Five factors are at hand, all tried out successfully in the 
promotion of the depressions of 1857, '73, '93, 1907 and the 
‘thirties. With the great development of our communication 
facilities, we can surely improve upon their use today. They 
are: 

1. The nature of politics. Those out of office find fault 
with the “in’’ and the necessity for the “ins” to defend 
themselves by rebuttal. 

2. The ease with which statistics may be used to suit any 
purpose, keeping in mind that no one questions a 
statistic. 

3. The insatiable appetite of the public for news of mis- 
fortune. 

4. Our American propensity to Fwy “plans” for meet- 
ing social and economic lems, real or imaginary. 
The more cock-eyed the plan, the more heated the dis- 
cussion, which keeps the possibility of disaster before 
us constantly. This factor in the ‘thirties is popularly 
known as “perpetual emotion”. 

5. The universal desire of human beings, even as you and 
I, to find a scapegoat to blame for their own faults. 

Up to now, we are following day by day, in every detail, 
the pattern which led to the depression of the ‘thirties. Yes, 
we, in 1954, are acting very much as we did in 1930 when 
each day, morning and evening and noon-time, we talked 
depression. By January, 1931, we were all certain that we 
had entered into a period of hard times, with greater disasters 
to follow. 

The important thing for us to note is that this method was 
successful. Very successful, in spite of the fact that 1930 
loaded and unloaded 46 million freight cars. In spite of the 
fact that people bought two billion dollars worth of new 
automobiles and saw registrations the highest of any year, 
gasoline consumption at the then all-time record of four 
hundred million barrels, electrical production at its peak. 

We can count on the fact that 1954, as did 1930, will have 
more idle tongues than idle hands, and that the people will 
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MERLE THORPE 


accept the echo of the locker room and the club car as the 
Voice of America. 

Already politics is active in the campaign. Leaders of both 
parties have joined us in our Crusade for a bigger and better 


depression. 

The political pattern is simple. Depression favors those 
out of office, prosperity favors those in office. 

Those out of office declare that the “ins”, because of ill- 
advised, reactionary policies, are leading the country into a 
depression with millions out of work. The administration, 
they sadly report, does not appreciate the daily increase of 
unemployed. It, they are afraid, does not have the proper 
sympathy for the working man. At least, they say, it looks 
that way, for those in power are taking no positive and con- 
structive steps to meet the tornado, the cyclone, the holocaust 
now approaching. (Read the newspaper files of 1930 and 
today’s newspaper for variations on this theme.) 

Oh! the “ins” retort in reply, we are fully cognizant of the 
impending danger. We do not think it is going to be as bad 
as the “‘outs’’ predict, but they are wrong when they charge 
that we are not making plans. We are making plans. We 
are fully aware of the number of those out of work. Our 
census shows 2,235,157 as of the end of last month. 

Ho! Ho! retort the “‘outs’’. Your census is rigged. You 
are holding back the bad news. You are afraid of the truth. 
Our information is that there are 3 million-plus out of work. 
Your plans are entirely inadequate because you are minimiz- 
ing the dreadful situation today which is moving faster into 
the terrible days ahead. (Read the newspaper files of 1930 
and compare them with the statements of Senators Douglas 
and Humphrey, who challenge the Department of Labor's 
unemployment statistics, each inclining to raise them from 
500,000 to 1,000,000. And Secretary Mitchell’s “plan.” He 
is asking Congress for an extra $40 million for unemploy- 
ment relief.) 

And so we move forward to our goal, with each charge 
and defense multiplying the apprehension and anxiety of the 
man in the street, and more importantly of the industrial 
plant manager upon whose confidence in the future we must 
depend for business activity. 

So much for the activities of those runing for office—and 
those running to stay in office. Working closely with them 
are the economists, professors, editorial writers, and “thought 
leaders” who impress upon the butcher, the baker and candle- 
stick maker that we are upon the brink of disaster. Tighten 
your purse strings and run for the cyclone cellar! 

As to the second field of activity, statistics. 

Ah, statistics! However could we promote a depression 
without them! 

No nation since the world began has made such rapid de- 
velopment in any field in so short a time as we have in the 
use of figures, charts and graphs, polls and surveys. We have 
made more progress in the last ten years in putting statistics 
to work to promote our preconceived notions—or to demote 
yours—than in the preceding 100 years. 

Now there, in itself, is a statistic which we can state boldly, 
and without fear of contradiction. We know it can’t be 
checked, and if it could be, nobody would bother to check it. 
This and other modern techniques in the use of figures for 
any purpose are fully set forth in a book published last 
month, It is “How To Lie with Statistics”, by Darrel Huff, 
142 pages, published by W. W. Norton & Co., Inc., price 
$2.95. We highly recommend it to the staff and thought 
leaders of our group in their work of promoting a depression. 

Here are a few suggestions on how to adopt and improve 
the use of statistics in the earlier campaigns promoting depres- 
sions. 
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First: never say men laid off. Say men fired. Always use 
figures of unemployment. Never mention figures of employ- 
ment. Say 5,000 out of work in Detroit auto plants; not 
300,000 at work. 

Publicize your statistics with a funny story, if possible. 
Just now, the “outs” are giving wide currency to this one: 

A life-long Democrat in Kentucky voted the Republican 
ticket for the first time. He said apologetically to his friends 
that he did so because he believed that General Eisenhower 
would bring his boy back home from Korea. 

Well, the depression-promoters say, the General did just 
that, but he also brought back home two other sons from 
Detroit. . 

This technique is most effective in emphasizing a statistic, 
and it is much easier to pass along a story like this than a 
figure of, say, 5,123 unemployed in Detroit. 

Gag writers, columnists, comedians, always looking for 
new material, should be cultivated. 

Another method we are employing is to change the base of 
comparison. The Secretary of the Treasury was interviewed 
on television. A heckler kept saying, ‘But our unemployment 
is 5% more than last year! Isn’t that terrible?’’ The Secre- 
tary replied, ‘“Yes, that’s true. 1953 was 5% ahead of 1952. 
1952 was the best year up to then in our history. The 5% 
decline you mention makes us today equal to 1952. Isn't 
that fine?” 

This illustrates the care we must take in asking question, 
but also shows the fine results we can get by changing the 
statistical base. 

Seasonal unemployment is a good example. Always make 
your case by a comparison of low seasonal with high sea- 
sonal. This method is sure to give us from 10 to 25% ad- 
vantage in picturing our plight. 

Much hay can be made, as in the ‘thirties, by confusing the 
various forms of unemployment, such as seasonal, cyclical, 
technological and chronic. Also, the intentional pauper, the 
congenital indigent, of which more later. 

The latest contribution to our campaign is the new method 
of counting the unemployed by the Census Bureau. This 
method raised the jobless number by 728,000 over the old 
method, and gave the headline writter of the New York 
Times (2/17/54) opportunity to herald the bad tidings— 
“slump sharper than foreseen.” 

For 20 years, as everyone knows, the New Deal chose the 
lowest point in 1933 as a base for comparison with its 
record. We must in like manner choose the date of greatest 
industrial activity in our use of statistics. 

We can certainly improve upon the method of tabulating 
unemployment used by the Department of Commerce. Its 
spot check of 25,000 families is antiquated and wholly in- 
adequate for our purposes. In the best place, the official 
minimum age of the nation’s labor force is 14 years, that’s 
how the department lists it, disregarding the child labor laws 
and those on social security. We say—why stop at 14 years? 
If we lowered the age to 13 years the impact of the resulting 
unemployment statistics would be terrific! 

We should profit by our experience in the ‘thirties. Unem- 
ployment figures were the source of our greatest fear and 
attendant lack of confidence in the future. With our new 
techniques we can do a bigger and better job with figures 
today. 

We can include high school students on summer vacation, 
men of 70, physically incapacitated, members of the Hobo’s 
Union (pledged never to do a day's work), housewives who 
would like ‘‘to earn a little pin money.” All these were 
listed as unemployed in the ‘thirties. We can improve on 
that by listing youngsters who declare themselves willing to 
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mow lawns or operate lemonade stands, and those who are 
mentally incapable of holding a job at all. 

We cannot overestimate the importance of ballooning the 
unemployment figures higher and higher. Not only because 
they terrify the people and bring them to that depressed 
mental state which is so necessary to our goal—but also be- 
cause a high unemployment statistic can add billions of dollars 
to the government payroll, increasing taxes, thus slowing 
down prosperity even more. 

New bureaus will be established to combat unemployment, 
to investigate the cause and cure of unemployment, to mini- 
mize and prevent the possibility of future unemployment. 
These bureaus will never be dis-established, come boom or 
bust. Fifty-odd basic changes were made in our government 
in the 30's, all in the name of unemployment. Surely we can 
beat that record, which added more than 100 boards, bureaus, 
divisions, sections, commission. It was not long before they 
changed from temporary to permanent, and are responsible 
for a large part of the 3,000,000 on Federal payrolls today. 

It is true that the campaign of the ‘thirties was daring and 
effective. A hardheaded official who was in carge of unem- 
= pomee relief was active in getting jobs for the unemployed, 

ut many employers were discouraged after the first try. The 
official investigated and found that, on the average, each one 
of the jobiess, ‘walking the streets hunting for work,” had 
worked only 27 days per year during the boom period of 
1925-29, and earned less than $100 each per year when “Men 
Wanted” signs were out everywhere. They were unemployed, 
yes, but also unemployable. 

The situation was reported to President Roosevelt with the 
recommendation that those on relief be classified as employ- 
able and unemployable. This would enable employers to 
select workers who were equipped for a job. The plan was 
blasted by Harry Hopkins, who said that a man out of a job 
was a man out of a job, and shouted, ‘““You wouldn't let 
people starve, would you?” 

We, too, must have a ready and ifrelevant answer. Be- 
cause there will be similar studies designed to impede our 
rogress toward the biggest and best depression of all times. 

here will be a survey such as that by Crosley, Inc. in 1937 
which disclosed that of each 100 persons “‘out of jobs’, fewer 
than half had previously worked as employees in any field of 
business. Sixty per cent were housewives, who had always 
been supported by their husbands or relatives and had never 
trained themselves for any gainful employment. Seventeen 
’ cent were over 70 years old. Only one per cent had ever 

en employed in a factory. Yet all were listed as men and 
women thrown out of work by the failure of our industrial 
machine. 

How to meet such statistics of intentional pauperism and 
congenital indigency? Simple. As in the ‘thirties, draw red 
herrings across the path. Play up news of suicides, deaths 
from malnutrition and mobs threatening to lynch a sheriff 
at a farm foreclosure sale. This utilizes another factor of our 
campaign—the popular carving for news of misfortune. 

Such claims of violence, misery and misfortune can be mag- 
nified and made with assurance that denials will not catch up 
with them. It does not matter that later, as was the case, it is 
shown that suicides in the vicinity of Wall Street were no 
more frequent than usual; that the health of the nation was 
better than usual, and that of 12 million U. S. farms only one 
farm figured in a lynching incident; and that of the bank 
failures, only 1% of all deposits were involved of which more 
than one-half were fully recovered. Don’t you see if we put 
our heads to it, our hearts in it, and use statistics unintelli- 
gently, the opposition of reactionaries cannot prevent us from 
bringing on the biggest and best depression of all times! 






Nor should we underestimate the power of repitition and 
planning in keeping the citizens in a state of perpetual emo- 
tion as to the future. A Senator from Illinois is doing yeo- 
man service. In one address he used the word depression 27 
times. No public speech today is timely without such refer- 
ence. This should be encouraged. Likewise the more plans 
for meeting the depression the better. They promote discus- 
sion and thus snowball our campaign. The zanier they are, 
the more excited the discussion. 

The plan of the Senator from Indiana for 40-year mort- 
gages kept debate alive for 6 weeks. Better plans can be 
manufactured. We can surpass the prize one of the ‘thirties 
which was to change the American flag. This, it was said, 
would call for new flags, rehabilitate the textile industry, the 
printing business, make jobs for salesmen, and combining 
patriotism with economics, thus restore employment. 

We must not neglect to give the people a scapegoat. Talley- 
rand, it was, who said the success of a political party depends 
upon its ability to make the people hate somebody or some- 
thing. Hitler, the Jews; Lenin, the Czarists; Mussolini, the 
labor unions; the Populists, the railroads; the Progressives, 
Wall Street; Charlie Michelson, Mr. Hoover. 

We must, of course, blame business, although it will be 
difficult to improve upon the ’thirties. You will recall, that 
then we not only indicted business in general, but we be- 
came specific. Banks were anti-social money-changers, to be 
driven from the temple. Mortgage bankers were skinflints 
without benefit of clergy. The producers of electricity were 
a power trust “bleeding the people white; commercial avia- 
tion was without morals or conscience; manufacturers were 
chiselers, rebaters, exploiters of child labor, operators of sweat 
shops; lumber, oil and coal men were “‘barons;’’ exchanges 
were gambling houses, steel and chemical companies making 
munitions were “merchants of death.” All were summed up 
by a Secretary of Agriculture as the “vomit of capitalism.” 
This final step in the campaign will be hard to improve 
upon, but we can do it. 

So with name-calling. We shall find it difficult to improve 
upon the descriptions of businessmen in that period: “‘Cor- 
porals of disaster’, “Neanderthalers’, “men of the hard- 
shelled, crustacean and Old Stone Age’, ‘the rugged ones of 
the great Delusion’, “blind leaders of the blind”, in com- 
parison to whom “Al Capone was a poor ignorant Sicilian 
piker”; and Hugh Johnson’s characterization of business 
leaders as “‘slight men in whose veins flows something more 
than a trace of rodent blood’’, and a President’s indictment 
of them as ‘economic royalists’. 

To destroy the people's confidence in the business structure, 
which is responsible for employment, we should build with 
muck and not mortar. 

All this, I submit, is a beautiful program, and a workable 
one. It is an improvement upon the steps which led us into 
other depressions. However, but, and nevertheless, we must 
not be over-confident. 

Our job will not be easy, the magnitude of it may appall. 
We must be prepared for eventualities. People may be 
smarter than they were in the ‘thirties. They may see through 
political cries of “Wolf! Wolf!’ They may look a statistic 
in the face, and up and down, front and back, top and 
bottom, and they may inquire into its parentage as well. 

When plans to meet an anticipated depression are sug- 
gested, they may say “ho hum”, and go about their business. 
They may pass up the big black scare headlines of gloom and 
disaster, and read the small-print reports of men returning to 
work. And, who knows, they may not look for a scapegoat, 
but understand that a blessed change-over from war to peace 
brings with it temporary changes in business relationships. 


VITAL SPEECHES OF THE DAY 
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HAROLD B. WESS 


No, it will not be an easy job to promote another depres- 
sion. People will be reassured by the courage of men who 
are staking their reputations as business leaders on the invest- 
ment of billions in the automobile and electrical industries, 
commercial airlines and a dozen other industries. The people 
also have a vision of the new products coming out of the 
atomic laboratories, and those of electrionics and _petro- 
chemistry. 

They see a thousand new things a-borning. Laboratories 
working feverishly to get by-products from the split atom, 
and power from the sun, purified water from the sea, syn- 
thetic fibers, substitutes for milk, problems of dust, smoke, 
friction, weights and decay; stronger, lighter, cheaper and 
longer lasting building materials; they know of penicillin and 
learn of 50,000 molds or fungi which might produce results 
comparable to penicillin. 

In the oil industry, for example, they see the 11,000 by- 
products of a drop of crude oil. They know what American 
ingenuity has done to the 1100 by-products of the coal in- 
dustry. It will be difficult to make them discouraged or de- 
pressed as to the future of petroleum. 

They realize subconsciously the unfilled demands of 160,- 
000,000 people, and of the swiftly increasing population. 
They see the fiber of the people expressed in the greatest 
amount ever laid aside for life insurance—a willingness, and 
indeed, eagerness to take care of themselves. 

They see the building industry preparing to construct more 
than a million homes in 1954, with insurance companies 
budgeting more than a billion dollars for mortgage loans. 

The American citizen today finds himself not at war. He 
finds an atmosphere in Washington, for the first time in 20 
years, not antagonistic to business enterprise. He will be 
inspired to extra effort after a dizzy, giddy whirl of business 
hating and baiting. 

There is still another greater resistance to our promotion 
job. There is evidence today of the old-time American spirit 
re-asserting itself. There is in the air a nostalgia for the days 
when our native common sense mistrusted political and eco- 
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nomic nonsense. A homesickness is apparent for a return to 
the tradition that a self-reliant people expects folly to bring 
its own penalty and good judgment its own reward; that eco- 
nomic laws are discovered and not enacted by Congress; 
that simply because something should be done in our town 
is no reason the Federal Government should do it; that there 
has been no substitute for hard work since the Lord spoke 
to Adam. 

To bring the situation,down to where we can all under- 
stand it the American citizen has had a wild night with the 
boys. He has gotten home in the early hours, a little bleary 
eyed and head-achy. His common sense tells him he can’t go 
on a binge for 20-odd years, accumulate a debt of 275 billion, 
assume a white man’s burden of the rest of the world, and 
recover sanity and stability without some strain and stress. 

The American citizen comes from good stock. He could 
take it at Plymouth and Jamestown, at Saratoga and York- 
town. After Appomattox and during the terrible ‘thirties. 
He can certainly take the mild rigors of a readjustment today. 
If he cannot, then nothing is worthwhile. And the tradition 
of free men is lost. 

Maybe we had better reconsider our promotion program. 
It doesn’t look so feasible as it did. Nor as desirable. 

We may, this time, create a Frankenstein monster which 
will devour all of us, both the “ins” and the “outs’’, both 
the “‘haves” and the “have-nots”. This is not so fantastic as 
we may think. Karl Marx declared the depression of 1847 
as creating conditions “ripe’’ for the break-through of Com- 
munism. 

Without doubt, we have devised a well-rounded program 
to produce a sure-fire depression. We have not neglected to 
consider the obstacles to be overcome. We have also had a 
glimpse of the catastrophic results of a successful campaign. 

The hour of decision is at hand. Do we, or do we not, 
want to carry on the campaign which has had such an 
auspicious beginning? 

Fellow citizens, it’s up to you and me! 


Profit is Not a Naughty Word 


BUSINESSMEN SHOULD BECOME ACTIVE PARTICIPANTS IN EDUCATION 
By HAROLD B. WESS, Professor of Business Administration and Retailing, The American University, Washington, D. C. 
Delivered to the Sales Executive Club of Washington, D. C., March 15, 1954 


ROFIT is not a “naughty” word; capitalism is not 
Prt’. Wall Street is not “predatory”; bigness in 

business is not “evil”; the New Deal was not really 
“new”; the Fair Deal was certainly not ‘fair’; and finally, a 
mistake is not “treason.” 

These ideas have crept into our thinking over a period of 
time and have been accepted by a large cross-section of our 
people. It is my purpose today to try to debunk the cliches and 
half truths which have become part of the general fabric of our 
thinking, and which, many more people than we suspect, 
have accepted without any critical examination. 

Ideas are powerful weapons which dictators have learned 
to use with stunning effect. While we have been carrying 
on a battle of dollars at home and abroad, we have been 
losing the battle of ideas. A lot of people like you and 
me, busy making our economy work, have left the job of 
ideas to the theoreticians, misguided idealists, and subversion- 
ists both of the left and right. We are certainly losing the 
battle for man’s mind. 


In many otherwise intelligent circles of good Americans, 
the above misconceptions are tacitly accepted. How often 
have we heard and seen in writing, criticism about “large 
profits” as if profit in itself were something to be ashamed 
of. It may be expedient for the politician to take a crack 
at ‘“Wall Street” and the “Big Corporations”, but if a large 
segment of our people, especially the young, continue to 
hold these ideas, we shall weaken their faith in the free 
enterprise system of our economy. It is not enough to shout 
“freedom and liberty” over the Voice of America, if we do 
not explain to our people that freedom and liberty are 
impossible without the freedom of the market place, freedom 
of labor to move from job to job, freedom of people to 
own property and to pass it on to their children, freedom of 
capital to invest and produce, and educate them in under- 
standing how our economy works. 

What, for instance, are the young people taught in col- 
leges about the meaning of profits? I am not questioning the 
academic freedom, in which I firmly believe, nor am I 
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judging the economic soundness of the textbook; rather, my 
concern is with the impact made on young, undiscriminating, 
impressionable minds of students. Allow me to quote from a 
college textbook on economics, which is currently being used 
in 21 colleges: 

“We see also that profits, as surplus income, are noi 

earned by anyone. It is impossible to earn profits. Profits 

are a chance return and result from factors which are 
beyond the control of the individual business enterpriser 
or firm.” 

“Some economists, after describing profits much as we 

have, conclude that one of the leading causes of profits 

is the individual ability or efficiency of the enterpriser. 

Such a conclusion is not only false but also does not 

follow from the description of profits.” 

“Profits are unnecessary, unearned and unimputable, and 

tend to be received by the last agent of production to be 

paid which is ordinarily the business enterpriser.” 

Typical questions at the end of a chapter read like this: 

“Discuss predatory activities in relation to profits.” “It 

would be much better to keep profits from occurring 

than to tax them when they appear. Discuss.” “Govern- 
mental enterprise can sell goods at lower prices than com- 
petitive enterprises because it is mot necessary that the 
former enterprise make profits. Show whether you agree.” 

That this particular textbook is not unique in the handling 
of profits, let me quote from another: ‘There are more con- 
fusion and differences of usage in connection with the word 
“profits” than with any other word in the economist’s vo- 
cabulary. Some economist think of it as a payment for the 
taking of risks, some think of it as a payment for the 
work of superintendence, some think_of it as an unclassified 
residue which remains after all the other agents of pro- 
duction have been paid what is due them, some confine it 
to returns based on monopoly power and some would argue 
that it either does not exist at all, or at most, is purely 
temporary in character. 

Is it any wonder then that our young people are confused 
about the workings of our free enterprise system? Recent 
studies have demonstrated beyond a doubt that the prevailing 
conditioned attitudes of our younger generation are imbued 
with doubts, fears and mistrust about the whole structure of 
our type of economy. 

As one who has spent most of his adult life in business 
and who only in the last few years has had an opportunity 
to study a great number of textbooks, the shock of what I 
find is great inded. As an eye-opener and antidote to the 
complacency of most business people, I would urgently 
recommend that they expose themselves to textbooks dealing 
with economics, sociology and business studies. Perhaps 
then will business men recognize a rich field for selling our 
free enterprise system as it is conducted outside the textbook. 

This is a good place to call attention to the book, “‘Manage- 
ment and Morale’ by Professor Roethlisberger of the Gradu- 
ate School of Business, Harvard University (a very good 
book, by the way) which has a direct bearing on what we 
are discussing. Says the professor: 

“It is a curious fact that there are certain areas of endeavor 
where those who teach do not practice and those who 
practice do not teach. In general, skillfull practitioners 
of business do not teach “economics” or “business” in our 
universities. Likewise, in general, those who teach eco- 
nomics in our universities do not practice business. Teach- 
ers of “government” do not often practice the skills of 
the politician or statesman; politicians or statesmen seldom 
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teach government. This is not true in the fields of 
medicine or engineering. Here, more often than not, the 
men who teach are also practicing the skills they are 
teaching.” 


What then is the truth about profit? The truth is that 
if the word “‘profit” and the concept of profit did not exist, 
we would have to invent it in order to make the competitive 
free enterprise system work. It is the spark in the spark 
plug of our economy. The incentive of profit makes it 
certain that business will produce only the things the public 
wants because if they produce the things the public does not 
want, they will not sell. When a thing does not sell there 
can be no profit. Not only does the profit incentive result 
in the production of the kind of things the public wants, 
but it also forces production at the price the public is willing 
to pay, because if the price is too high there will not be 
enough sales and without enough sales there are not enough 
profits. By the same token, industry in its urge to maximize 
its profits must constantly find ways and means of reducing 
costs. This pressure acts as an incentive for the development 
of new processes and new machines in order to eliminate 
waste motion. This kind of incentive does not exist in a 
dictatorial, non profit system. 

Another characteristic of our profit system is that ex- 
pansion is a continuing political and social necessity in a free 
and capitalist economy. Such expansion depends on technologi- 
cal improvement and adequate incentives to investment and 
enterprise. These incentives stem from the profit system. A 
profitable business can get additional capital for its expansion 
while a non profitable business cannot. That is why the open 
market place for capital securities in Wall Street is not preda- 
tory but an absolute essential part of our total structure. 
Finally, profit is a useful tool to measure able and efficient 
management. It is not true as textbook economics teaches 
us, that a profit is ‘‘an accidental residum.” All we need 
to do is to study the earning statements of firms in the same 
industry in periods of prosperity and in periods of recession 
and we shall find that the firms with able, far-seeing manage- 
ment, make a much better showing under the same condi- 
tions than their less able competitors. 

Not unlike the golf score, profit is a measure which acts 
as a means of sorting out the men from the boys in the 
management of our enterprises. That is one of the great 
tragedies in government. There it is so difficult to develop 
a yardstick like profit, to measure the performance of able 
administrators and to give them the recognition they deserve. 

What about the other false ideas that have taken root in 
recent years? A good many people have developed almost 
a worshipful attitude for the “New Deal” and the “Fair 
Deal.” Somehow the words, “new” and “fair” have an 
appealing ring to them. The need for resolving our social 
and economic problems during a depression would have, 
in the course of events, produced the kind of a program 
that would resolve whatever dislocations had developed. 
In evaluating the New Deal and the Fair Deal we must take 
a position which is vital to the ethical and spiritual atmos- 
phere of our society. That position is summed up by the 
belief that no matter how noble the ends they never justify 
ignoble means to achieve them. Such an evaluation is 
remarkably well stated by Robert E. Fitch, Dean and 
Professor of Christian Ethics, Pacific School of Religion: 


“In the case of labor, the New Deal was a heroic champion 
of the forgotten man; the Fair Deal was a program to 
establish labor in privileges and powers it already had. 
In the case of the farmer, the New Deal was an effort 
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ANDREW ROCKOVER-CECIL 


to abolish debt and tenantry, and to restore the dignity 
of private ownership; the Fair Deal was an effort to 
eliminate the hazards of the market and to guarantee 
prosperity to those who were already the most pampered 
sector of our economic order. The New Deal was 
humanitarian, idealistic and reforming. The Fair Deal 
soon became predatory, materialistic and conservative. In 
brief, the difference is not merely sociological; it is pro- 
foundly ethical.” 

The lesson to be learned is that the hope for the cun- 
tinued expansion of the well being of our way of life 
does not lie in “federal fixation, but that our strength lies 
in the fact that we have millions of planners, millions of 
creators of new ideas, and millions of initiators. They do 
not center in any one area but they stem from the home, 
professional associations, business corporations, labor unions, 
churches and all the multitudinous forms of human organiza- 
tions. When any one of these seeks to dominate, we shail 
lose the character and vigor of our society and become 
slaves of a dictatorship and its henchmen. 

As to the current climate that it is treason to make a 
mistake, this is a challenging threat to our way of life. The 
only one who does not make mistakes is a person who does 
nothing. In a dictatorship, the individual is afraid to make 
mistakes so he tries nothing new and all of his errors are 
errors of ommission and not errors of commission. In 
a dictatorship people are afraid to tell the dictator that he 
makes mistakes and since he is human, he does make them, 
and ultimately ruins himself and his people. We must be 
vigilant that this does not happen here. You remember in 
the Bible, God was willing to save an entire city if He 
could find one righteous man. There are some of us who 
would destroy a whole city if they found one unrighteous 
man in it. 

What does all this add up to? It adds up to the 
fact that we have the job of explaining to our people, 
especially the young people, our profit system, our 
capitalist society, our concept of property and freedom, 
our concepts of the dignity of man and how precisely our 
way of life differs from totalitarianism whether of the left 
or the right. This job cannot be left to those who have axes 
to grind. This job must be taken over by the doers and 
thinkers. Above all, we must remember that education is 
everybody's business, and that business leaders cannot afford 
to stand aloof from their responsibility in an area in which 
they are so vitally concerned. 

Dr. Milton S. Eisenhower said recently, “America’s posi- 
tion in the world has placed on us some new educational 
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responsibilities. Trying to help each student develop an 
abiding and deep commitment in a free way of life—a com- 
mitment that is not based on indoctrination and mere 
emotional preachment. . . . a conviction based on true un- 
derstanding.” 

One of the most crying needs at the moment is to attract 
superior teachers to our high schools and colleges. How 
can we accomplish this when we offer bargain basement 
salaries? Bargain basement salaries will give us bargain 
basement education and leadership. Here is a typical ex- 
ample I have selected from a bulletin announcing profes- 
sional vacancies: 

“A college in the southeastern part of the United States is 

seeking a professor of Business Subjects. A male Ph.D. 

of approximately 35 years of age is gars Salary 
$3600 a year with rank of Assistant Professor. Immediate 
opening.” 

However dedicated teachers may be, their responsibility 
to their families forces them into other fields where they 
can earn better incomes. There are some very good teachers 
who remain in the profession but in order to do so, sup- 
plement their income by having their wives work and by 
holding part-time jobs outside the school. 

People in this country have been very generous in con- 
tributing to all worthy causes. We must now get them to 
realize that the cause of education is a must on their giving 
list. The top colleges and incidently the best endowed, 
cannot possibly accommodate all the students who want to 
go to college. We must therefore be sure that all the colleges 
in the country have sufficient income to maintain the highest 
standard of education. It becomes then, everybody's duty 
to make a contribution toward that vital goal. 

My plea is that business people in addition to giving 
money to education, should become active participants in 
the process of educating our youth. That this is vitally im- 
portant is recognized by the Harvard University Graduate 
School of Business which has a Visiting Committee of business 
leaders; and that is why we, here, at the American Uni- 
versity have just formed a Merchants’ Advisory Committee 
whose function is to guide us to keep the healthy flow of 
ideas between the academic world and the business world. 

I can think of no better conclusions to this talk than to 
quote Thomas Jefferson: ‘I know of no safe depository of 
the ultimate powers of society but the people themselves, and 
if we think them not enlightened enough to exercise their 
control with a wholesome discretion, the remedy is not to 
take it from them, but to inform their discretion by educa- 
tion.” 


Our Economic Life 


ACHIEVING HIGH LEVELS OF ECONOMIC ACTIVITY THROUGHOUT THE WORLD 
By ANDREW ROCKOVER-CECIL, Head, Economics and Business Administration Department, McMurry College, 
Abilene, Texas. 
Delivered at Community Night meeting during “Education Week’, Cross Plains, Texas, March 2, 1954 


a science, like mathematics, physics or chemistry, deals 

only with relations of cause and effect, subjected to the 
strictest of tests, with no attempt to tell what ought to be, or 
whether things are right or wrong. Its sole concern is to trace 
effects back to their causes, to project causes forward to their 
effects, with no conclusions about what is desirable or unde- 
sirable, with no objectives to commend that which is good, or 


4 @r is a dominating point of view that economics as 





condemn that which is evil, with no purposes to lay down 
moral precepts. These objectives, according to many econo- 
mists, can be answered by reference to philosophical and re- 
ligious propositions regarding the nature of a man and his 
needs; and determining matters of right and wrong; science 
in their opinion is concerned only with discovering and stat- 
ing the truth. 

We agree that science is concerned with discovering and 
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stating the truth, but what is the truth? Says Thomas Huxley: 
“Science seems to me to teach in the highest and strongest 
manner the great truth which is embodied in the Christian 
conception of entire surrender to the will of God. Sit down 
before the fact as a little child, be prepared to give up any 
preconceived notion, follow humbly whoever and whatever 
end nature leads, or you shall learn nothing. . . . I have only 
begun to learn content and peace of mind since I have re- 
solved at all risks to do this.” 

One of the fallacies of American higher education, accord- 
ing to President Oliver C. Carmichael of the Carnegie Foun- 
dation is the worship of facts. ‘‘Pursuit of the truth is un- 
doubtedly the highest function of the university, but that is 
not synonymous with scientific research.” The real aim of 
science cannot be different from the total purpose of life. 
Writes George A. Buttrick in his Faith and Education: “Edu- 
cation cannot live under any hermetic seal, but only under the 
countersign of man’s nature and destiny. If God is, education 
must live under the acknowledgement of God.” 

Religion and science do not contradict each other; they are 
identical. We might also parallel this by saying that economic 
study cannot be divorced from moral consideration even in 
an extreme and severe analysis. The —— of one scheme 
of economics to two societies with different moral standards, 
one for instance based on barbaric impulses, and the other 
one guided by Christian fellowship, will give totally different 
results. When the state and church are interrelated parts of 
a whole society bound by a covenant with God, the Christian 
philosophy radiates the light of God on all human problems 
including the confused economic and political conditions. Mis- 
taken, therefore, is the belief that economics has no concern 
with any motive except the selfish desire for wealth, or that 
wealth is the only center around which economics clusters. 

By an economic factor we understand anything which has 
a definite influence upon the production of wealth and upon 
its distribution. The motives that lead men to cooperate or to 
fight each other, to work to make the earth productive or to 
be idle, to be provident or to live for the moment, are all 
motives which influence the ability to produce and to distribute 
God's gifts in an adequate way. Those elements of character, 
temperament and ability are all economic factors. It is the 
field of human social action in which we have to study Chris- 
tian ethics. 

The Gospel, concerned as it is with all activities of man, is 
also concerned with the moral distribution of wealth, with 
disparities of income, unemployment and economic depres- 
sions; but in our mechanized, complex and interdependent 
society, the human needs must be met in the spirit of Chris- 
tian love that lies at the core of Christian ethics. Wrote Comte 
in his Positivism: ‘‘It is impossible to effect any permanent 
reconstruction of the institutions of society without a previous 
reorganization of opinion and of life. The spiritual basis is 
necessary not merely to determine the character of the tem- 
ape reconstruction, but to supply the principal motive force 
y which the work is to be carried out.” If a positivist can 
declare this, the Christian should claim the secret of carrying 
the spiritnal motives of Christianity over a field of economic 
development and amelioration. 

Basically, the Christian approach to the economic order is 
determined by the end that our economic life shall be more 
worthy of the name Christian. The story of mankind is the 
story of the human ability to discover and to organize. The 
Christian ethics reveals injustice and inequality, making men 
less content with things as they are, and reveals new fields for 
worthy human effort and gives the full opportunity of expres- 
sion to the genius of creative personalities, keeping before 
men the wisdom of a brotherly society, which transforms eco- 
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nomic relations into a fellowship and the individual into a 
brother. The Christian motives of sympathy, brotherhood and 
solidarity of the human family are immense incentives to find 
a nobler way to discover relief for distress and disease and to 
seek out the hidden springs of economic amelioration. 

In the history of our generation we have evidence of the 
importance of the Christian conscience in building the stand- 
ards of economic life. Nazi-Germany rejected Christianity ; 
and cruelty revived in a form never known before, with stoves 
to burn men of other races. Communist Soviet Russia rejected 
Christianity; and slavery revived in the form of concentration 
camps with millions of prisoners jailed to furnish unpaid 
labor, with no need to provide them with a minimum of goods 
which free workers expect. 

It is obvious that a part of Christian ethics already forms 
an operative part of our general modern social ideas. The 
American lives in one of the freest lands upon the earth be- 
cause our institutions and traditions of freedom have been 
influenced by the churches; in progress toward justice Chris- 
tianity has been a more important factor than has any doctrin- 
ary principle of economics. Due to Christianity already ab- 
sorbed we have the present decent standards of our life, we 
have an absence of direct falsehood and cruelty. 

Why the American economy is the strongest and the most 
dynamic the world has ever seen? To what factors can we 
attribute the fact that with only seven per cent of the world’s 
population, the United States produces 65 per cent of the 
world’s manufactured goods? 

Some attribute the strength of our economy to our natural 
resources, large land areas and to our manpower. These are 
important factors, but they do not explain the whole story of 
our economy. Asia has more manpower, larger land areas, 
richer natural resources, but still constitutes one of the most 
underdeveloped areas in the world. The secret of this nation’s 
greatness lies in the adopted principle of individual liberty 
under which human incentive was given the widest possible 
scope. This principle derives from the Christian faith in the 
essential dignity and worth of the individual man. Surrender- 
ing ourselves to Christ, we rejected slavery; and consequently 
we rejected the planned economy that does mean serfdom. 

It is undeniable that Christianity regards the economic wel- 
fare of a group as more important than selfish individualism. 
Let us make » he what we do understand by the “welfare of 
a group.” “Group welfare” used to be identified with the 
economy controlled by the state, and “individual welfare” 
with the system of private enterprise. If we say that Chris- 
tianity emphasizes the importance of group welfare, it does 
not mean, therefore, that the state can always promote better 
social progress than the system of private enterprise. Chris- 
tianity repudiates totalitarianism that denies liberty to the indi- 
vidual and materialism that debases the human soul. By the 
welfare of the group we understand such economic conditions 
which secure freedom and well-being for all men, the strong 
and the weak, the talented and the handicapped. 

Under our principle of individual liberty we have the 
highest standards of living with one automobile for four in- 
habitants, one telephone for every three, one tractor for every 
farm, one house for every 3.3 Americans. The United States 
has demonstrated pretty convincingly that the best system for 
providing conditions which will result in a high degree of 
prosperity is the one in which governmental interference and 
restrictions upon the freedom of the individual are limited 
and the private enterprise has a great degree of freedom. We 
have demonstrated that the government can discharge its re- 
sponsibilities for the economic welfare of the nation without 

epriving the people of their right to participate freely in the 
formation of laws and without the danger of tyranny. 
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ANDREW ROCKOVER-CECIL 


Promoting maximum any for the development of 
individual personalities, Christianity condemns overgrown in- 
dividualism, striving for personal gain, which can be trans- 
formed in injustice and exploitation. 

The history of the Industrial Revolution gives a vivid pic- 
ture of the danger of selfish individualism with irresponsible 
and concentrated wealth. The Industrial Revolution was char- 
acterized in its beginning by a brutal contempt for human 
life, reckless exploitation of men, women and children and 
shocking ravages and inhumanities; industrialism in its be- 

inning was a destroyer of standards. Karl Polanyi in his 
The Great Transformation states that the early factory system 
not only exploited the workers economically, but what was 
more barbaric, destroyed also immemorial culture patterns and 
gave nothing in their place. This was the moral expression of 
the factory system in its early days. What was the way in 
which the produced wealth was distributed? At the same 
time when few were trying to monopolize all the economic 
power in their hands, the wages of the workers living in the 
slums were determined by the so-called principle of the “iron 
law of wages,” which, according to David Ricardo, provided 
that wages tend to fall to, the lowest level acceptable by the 
most unskillful and most desperate worker. 

Those abuses are only a memory now. In progressive coun- 
tries they were abolished by labor legislation; by public serv- 
ices, including the spread of education, town and country 
planning, and park system; by the growing sense of social 
os mgery we he by the rise of trade unionism and by the atti- 
tude of business managefnent. 

Those accomplishments can largely be accounted for by the 
contribution of the Christian philosophy to our economic life. 
Christianity, rejecting the fratricidal struggle of class war, is 
far from being complacent to the exploitation of man by man. 
Hunger and unhappiness of any man is a great concern of 
Christians, who believe that every individual is a child of 
God. 

Christianity in its concern to secure an abundant life to all 
men offers not only the end of an ideal brotherhood under 
the fatherhood of God but also concrete measures. The means 
offered by Christianity to achieve an economic life worthy of 
the name “‘Christian’’ are freedom, justice, brotherhood, and 
first of all, Christian fellowship guided by the Holy Spirit. 
Those means must be applied in order to insure cooperation, 
in order to build a brotherly world with an enriched and 
abundent economic life and in order to survive. 

The materialistic philosophy of Marx, Engels, Lenin and 

Stalin rejects the means offered by the spiritual philosophy of 
Christianity. The ends of those who hold such a materialistic 
wesagoed is the welfare of the proletariat; their means— 
ofce, coersion, revolution and dictatorship. Sacrificing the 
dignity and sacredness of the individual human personality, 
they promote the “dictatorship of the proletariat,” based on 
force and “unrestricted by law,” which, according to Stalin, 
“cannot be complete democracy, democracy for all, for the 
rich as for the poor. . . . The state is a machine in the hands 
of the ruling class for suppressing the resistance of its class 
enemies.’" The diabolical outrages against human personality 
are motivated by the fact that the “solidarity and the internal 
unity of the Party” cannot afford “to be too liberal or to per- 
mit freedom of factions.” (Stalin: Problems of Leninism) 
_ Karl Marx said plainly: “The democractic concept of man 
is false because it is Christian. The democratic concept holds 
that . . . each man has a value as a sovereign being. . . . This 
is the illusion, dream and postulate of Christianity, that man 
has a soverign soul.” 

Let us ask, why are (or at least were) the “seeds of destruc- 
tion” which, according to the Communist Manifesto, the capi- 
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talistic system carries within itself fruitless in the United 
States? Why did not American labor, even at the bottom of 
the depression, try to set up a “revolutionary government”’? 
Why is our labor not opposed to the introduction of the ma- 
chine and of technological improvements, since, according to 
Marx, the machine under the capitalistic system makes the 
worker an appendage to it and brings unemployment, distress 
and unhappiness ? 

The believers in the materialistic philosophy of Marx can- 
not grasp the idea that in the United States there is no class 
war. The Christian postulate that a man has a sovereign soul 
gave the American worker full citizenship in the society, 
which was considered by Marx an “instrument of oppression.” 
The worker to whom was given the sense of value of a 
sovereign being believes in the traditional system of private 
enterprise. William Green, the late president of the American 
Federation of Labor, has said: “If this country ever gets a 
system of governmental regulation, labor will suffer most.” 
Freedom of the individual will be lost, and the worker will 
become a serf of the state, instead of his government becoming 
a servant to him. 

During the war, the War Manpower Commission initiated 
the Training Within Industry (TW1) program. More than a 
million foremen in war industry attended those programs in 
order to learn new methods for handling the groups under 
them. The foremen were taught that the human relations ap- 
proach should be based on the principle: ‘‘People must be 
treated as individuals, not as members on the payrolls.” 

A revolutionary change in the accepted scale of values, in 
which primary concern for the welfare of person takes the 
place of complete concentration on the products of machines 
is recommended by the Affirmation above quoted: “Christians 
judge all economic systems by the imperative of the Christian 
faith. . . . That faith affirms the supreme worth of persons. 
Institutions must be tested finally by their contribution to the 
enrichment of personality... .” 

The basic Christian motivations include the reduction of 
inequalities of wealth and the responsibility of every individual 
to assure equal opportunities to his fellow men. Persons are 
not to be regarded as economic expendables or commodities, 
and individuals have a sacred obligation to make all efforts to 
enable others to live in decency. If our talents and capacities 
lead to unfair and exploitative acquisition of wealth for its 
own sake and disregard for justice and common welfare, that 
economic motivation is unchristian and consequently leads 
toward disaster. 

Fifty years ago, writes Peter F. Ducker, the American busi- 
nessman himself still fully believed that business, to be suc- 
cessful, had to act without regard to social and economic well- 
being. His conviction was that “the business of this country 
is business.” Today, however, a good many of our largest 
businesses would phrase their philosophy: “The business of 
this business is the country,” since “the only line of action that 
will pay in the long run is one that serves American society 
as well as their company. Socially irresponsible action—con- 
trary to everything asserted by the orthodox apologists for 
capitalism, as well as by Marx and all socialists since him— 
simply does not pay. . . . We no longer believe that there is 
a cleavage between the demands a business makes on a person 
as a businessman and the demands society makes on him as a 
citizen.” (Saturday Evening Post, January 1952, “Look What's 
Happened to Us.”’) 

Christianity offers a larger unifying concept than the fra- 
tricidal struggle of classes; and in order to build a brotherly 
world with an abundant economic life, man must turn ‘from 
the battlefield of class conflict to the cooperative avenues of 
peaceful progress.” Economic life is not decreed by nature, 
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and modern man is committed to shape his and his fellow 
men’s economic destiny. The regenerative force of economic 
cooperation which is an expression of the Christian brother- 
hood moves beyond the declaration of principle and proves to 
be able to create industrial peace, b on group recognition, 
creative self-expression and opportunity for accomplishment in 
vocation. 

The Christian faith is relevant also to international economic 
order. The Christian conscience demands cooperation as the 
only just approach to the economic problems of this interre- 
lated world with the growing interdependence of all nations. 
Fred M. Vinson, the late Chief Justice, in his address of Jan- 
uary 9, 1946, stated: “This is a world in which all countries 
must work together if we are to live in peace and prosperity. 
The alternative—God save us—is to perish together. Man- 
kind surely has the wit and the will to choose, not death, but 
life.” 

According to the reports of the United Nations on the eco- 
nomic conditions of the world, the difference between the in- 
dustrial and non-industrial nations themselves upon the mar- 
kets of the underdeveloped areas is more marked. Today the 
underdeveloped areas comprise approximately 75 per cent of 
the world population. If the people of the world “are to 
share benefits of modern technology, there will need to be 
persistent efforts to improve and expand areas of international 
collaboration and thereby reduce the potential conflicts be- 
tween economic autarchy and the interest of a world com- 
munity.” (International Conciliation, April 1948, pp. 155- 
56). 

The United States is keeping today a key position with 
regard to world trade, and she is also the world’s largest 
creditor, with claims against most of the rest of the world; 
this position has fundamental implications in the course of 
international relations. 

“Our past pre ays in America has been influenced, at 
some points decisively, by Christianity. The influence of this 
attitude we can observe in the growth in the United States of 
the belief that cooperation is a pre-condition of international 
order and the only just approach to the economic problems of 
this interrelated world with the growing interdependence of 
all nations.” * 

January 1952 brought to an end the greatest single act of 
international generosity — the Marshall Plan. In forty-five 
months, and with twelve billion dollars, ECA (Economic Co- 
operation Administration) performed the task of restoring the 
shattered economies of Western European countries. Economic 
reconstruction was necessary to fortify the Sg of Western 
Europe with the will to survive, to provide the impetus for 
the regenerative forces latent in the European economy, and 
to restore the faith of the European people in their democratic 
traditions. 

The United States is also committed to a Point IV program 
of long-range, expanding foreign aid to that portion of the 
world living in misery with inadequate food and sani and 
stagnant economic life. Inviting all countries to pool their 
technological resources in this world-wide effort for the achieve- 
ment of peace, plenty, and freedom, President Truman said, 
“For the first time in history, humanity possesses the knowl- 


* The National Study Conference on the Church and Economic 
Life that met in February 1950 was part of the continuing program 
of the Department of the Church and Economic Life of the Federal 
Council of the Churches of Christ in America. The General Con- 
ference Statement, to which we refer in this article as “Affirmation,” 
was adopted by the Executive Committee on the Federal Council 
of Churches in March 1921. The Agenda Topic Reports were ac- 
cepted by the Conference and commended to the churches for study 
and appropriate action. The Executive Committee did not act upon 
the Agenda Topics Reports. 
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edge and the skill to relieve the suffering of these people.” 
Are we really, for the first time in history, making available 
to the peoples in underdeveloped areas the benefits of our 
technical knowledge? 

For more than two hundred years the Church proclaimed 
the sacredness of all useful work—work which serves human 
needs of every kind, both at home and overseas. The World 
Service program is one of the real purposes for which the 
Church stands. Every locaj church is a world parish, com- 
posed of two sections—the local and world section. Agricul- 
tural teachers with practical experience ; engineers helping to 
build homes, hospitals, schools, and churches; commercial and 
home economics teachers; educators; and doctors develop the 
economy expressed by John Wesley in the statement, “Let us 
unite the two so long divided, knowledge and vital piety.” 

Is this program an expression of the kind of “charity” 
which, according to some “realistic’’ economists, brings the 
danger of inefficiency and deterioration for the economy of 
foreign countries? It is rather the “charity” described so 
beautifully by Moses Ben Maimon (Maimonides), ‘“Antici- 
pate charity by preventing poverty; assist the reduced fellow 
man either by a considerable gift, or a sum of money, or by 
teaching him a trade, or by putting him in the way of business, 
so that he may earn an honest livelihood, and not be forced to 
the dreadful alternative of holding out his hand for charity. 
—— is the highest step and the summit of charity's golden 
ladder.” 

With a view of achieving and maintaining high levels of 
economic activity throughout the world, the National Study 
Conference recommends, ““The United States, as the greatest 
creditor and exporting nation, has a responsibility to adopt 
positive measures to facilitate imports . . . to provide our 
people with the maximum opportunity to enjoy the fruits of 
mutually advantageous international trade, and to ensure that 
the economic progress of other countries is not stifled because 
of inability to pay for the American products necessary for 
their economic progress.” 

The “protectionists” joined by many American businessmen 
and trade unionists are strongly opposed to the admission of 
competing foreign goods. The lowering of our tariffs, they 
argue, would injure our economy and would mean a decay of 
our farming industry and deterioration of our manufacturing 
plants; cheaper European labor would give foreigners com- 
petitive advantage and would put American manufacturers 
out of business and American workers out of jobs. 

In a world divided by walls of protective tariffs each coun- 
try is regarded as a unit; the interest of each is supposed to 
be opposed to that of all the rest of the world; each country 
considers that it should be permitted freely to sell, but that it 
need not freely buy. And what results can we expect from 
these policies which advocate the expansion of American ex- 
ports with disregard for the solvency of friendly nations? 
Only envy, animosity and exasperation of the rest of the 
world, and in the long run—chaos, wars and perhaps the loss 
of our freedom. 

Detroit’s Board of Commerce (whose 6,000 members in- 
clude many top auto-makers) in its report which was the result 
of ten years’ study of foreign trade indicates that the United 
States has reached a stage where the best interest of labor, 
consumer and industry are not served by high protective tariffs ; 
they serve to impoverish Americans, lower their standards of 
living and deplete their natural resources. “Foreign labor is 
not cheap,” states the report, “the employees of Detroit and 
Michigan industries, as a result of heavy investments in equip- 
ment, tools and machinery, and improved techniques of pro- 
duction, are competitive with other labor groups throughout 
the world.” 
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LUPTON PATTEN 


The policies for the solution of international trade may be 
of varied kind and jointly developed may require tariff reduc- 
tion, elimination of all quota restrictions on quota imports, 
repeal of the “Buy American Act,” simplification of custom 
regulations, more aid to underdeveloped areas, more encour- 
agement for private capital to go abroad for international in- 
vestments and more efficient monetary policies which will re- 
store soundness and international acceptability of foreign cur- 
rencies. 

The —_ measures may be varied, but with Christian 
faith we believe that all these steps, in order to be successful, 

uire mutual understanding and international cooperation. 
“There is no reason,” writes the distinguished columnist Wil- 
liam Henry Chamberlain, ‘‘why free countries should cut each 
others’ throats in economic competition . . . there are some 
strains in the international mechanism of trade and exchange 
which should be removed or relieved by measures that will be 
as fair as possible to all concerned. It is time for America, 
officially and unofficially, to begin to consider what these meas- 
ures should be.” 

Fortunately, the wisdom of international cooperation as a 
realistic and indispensable condition of security and well-being, 
gains ground in other parts of the free world. The Schuman 
Plan provides for a single mass market for 155 million people 
of six European countries participating in the Plan. Coal, iron 
and steel will move freely in this common market not hampered 
by protective tariffs, discriminatory pricing and discriminatory 
controls in form of freight rates and export and import quotas. 
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In February 1953 the first international shipment under the 
Schuman Plan—a train load of German coke-—crossed the 
tariff-free borders of France. The initiator of the Plan, the 
French industrialist, Jean Monnet, announced the official start 
of the Plan as “an important step toward the eventual unifica- 
tion of Europe, which is its only salvation.” 

The communist economic system is striving for self-sufh- 
ciency. The Soviet dictators, in order to maintain their own 
existence, made a constant effort to portray the Soviet Union 
as surrounded by vicious enemies. Writes Lenin: “The ex- 
istence of the Soviet Republic side by side with imperialistic 
states in unthinkable. One or the other must triumph in the 
end....” It is hard to expect cooperation from a government 
that says, “Let not our hatred of our foes grow cold,” and 
trying to preserve its power by keeping the people in poverty 
and confusion. 

The hope of the free world in the ultimate triumph of inter- 
national economic cooperation lies in the men of good will, 
who believe that: 

In Christ there is no East or West, 
In Him no South or North; 

But one great fellowship of love 
Throughout the whole wide earth. 

In our action against misery, hunger and despair we have to 
dedicate ourselves to God and to have in our hearts the 
Apostles’ Creed: “We believe in the kingdom of God as the 
divine rule in human society ; and in the brotherhood of man 
under the Fatherhood of God.” 


Must Mass Production Produce the Mass Mind? 


TRENDS AND FORCES WHICH HAVE CAUSED OUR PRESENT IMPASSE 


By LUPTON PATTEN, President, Chattanooga Medicine Company 
Delivered before The Tennessee College Association, Chattanooga, Tennessee, April 8, 1954 


I BELIEVE I may state without fear of contradiction that 
one of the most controversial characters in America to- 
day, if not in the whole world, is the Junior Senator from 
Wisconsin, Joseph R. McCarthy. At the present time it is 
almost impossible to engage in a conversation without either 
a statement being made about the senator, or a question such 
as “What do you think about McCarthy?” being put. And, 
goodness knows the opinions expressed run the whole gamut 
of descriptive language. On one extreme “McCarthyism,” in 
quotes, is a worse menace to this country than Imperial Ger- 
many, Nazi Germany, and Communist Russia all put together. 
On the other side McCarthy can do no wrong and he has done 
far more than anyone else to save this country from subversive 
activities. And there are the in-betweens of one degree or 
another who think McCarthy has done some good things but 
his net result is harmful, or that he has done some harmful 
things but his net result is beneficial. 

But regardless of the personal feeling we have toward 
Senator McCarthy I think most of us can agree that he is one 
of the best known figures in America, that he is connected in 
most minds primarily with Communism, and that because of 
the publicity he has received Communtsm has become a much 
more real issue. And, of course, in my mind that is only 
right, for after all is said and done what area of our life in 
this country today is not affected by the fact that world Com- 
munism exists as a constant threat. 

For the first extended period of time in this nation’s history 
we have had a peace-time draft. This has direct repercussions 
on millions of young people, their families, colleges, indus- 


tries, farms, and so on. And apparently there is no end of 
this in sight for just lately the Defense Department has been 
telling us of the “New Look” in our Armed Forces whereby 
much more emphasis will be placed on mechanization to re- 
lieve our man-power strain for a long, long pull. 

We talk of the necessity of curtailing expenses, of balanc- 
ing the budget, of reducing our national debt, of necessary 
relief from heavy, and in some cases almost confiscatory 
taxes. Yet we also recognize the need for further improve- 
ment in roads, schools, hospitals, and social benefits. Do you 
recall what percent of our current Federal Budget is being 
spent for defense and foreign aid?—over 70% of a 65 
billion dollar a The President has expressed the hope 
it can eventually be lowered by four or five billion dollars. 
And what of our plants that are being devoted to defense 
production? How can their managers do any real, construc- 
tive planning for the future? 

Even real estate is affected. Recently a well-known economic 
service made the following statements, “Congestion, suburban 
migration, and fear of atomic attack distinctly cloud the out- 
look for city real estate values—particularly in the larger 
cities . . . As Civil Defense education progresses, a counter- 
trend to the major slide may develop in these areas.” 

Those of you who were active in a civil defense organiza- 
tion in World War II and are familiar with present day Civil 
Defense plans and activities are I am sure struck by the great 
differences. There is no thought today of plans for recreation; 
all planing is for grim reality, if it should come. 
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So we find ourselves in 1954 in the amazing position (a 
few years ago I would have said fantastic) of having so much 
of our actions and policies determined not by us but because 
of the existence of world Communism. In an overt sense, at 
least, we are not ‘the Captains of our ships, the Masters of 
our fates.” We are prevented from doing many sound, wise, 
and beneficial things simply because an opposing group, with 
whom we have tried in every conceivable manner to cooperate 
and to live together in peace and amity, has decided that world 
tension must be maintained. 

This is such a bewildering and unprecedented situation 
that I have found myself asking myself, “How could this 
happen, what has been responsible?. What are the trends and 
forces that have caused our present impasse?” I would like to 
take you for a few minutes for a brief review of some his- 
torical developments which I believe may shed some light on 
our current predicament. 

During the past year a book was published “The Worldly 
Philosophers” by Robert L. Heilbroner, a book as he says 
“about a handful of men with a curious claim to fame.” And 
he continues, “By all rules of school-boy history books, they 
were nonentities: they commanedd no armies, sent no men 
to their deaths, ruled no empires, took little part in history- 
making decisions. A few of them achieved renown, but none 
was ever a national hero; a few were roundly abused, but 
none was ever quite a national villain, yet what they did was 
more decisive fer history than many acts of statesmen who 
basked in brighter glory, often more profoundly disturbing 
than the shuttling of armies back and forth across frontiers, 
more powerful for good and bad than the edicts of kings or 
legislatures. It was this; they shaped and swayed men’s 
minds. And because he who enlists a man’s mind wields a 
power even greater than a sword or scepter, these men shaped 
and swayed the world.” 

Before considering the ideas of certain of these men let us 
recall that since man has walked on the earth his problem of 
survival has been as a member of a group, not as an individ- 
ual. In primitive societies nature’s environment pretty much 
kept the group together through the sharp and very real prod 
of necessity. In absolute fact “they would hang together of a 
sort, or they would all hang separately.” Pure need for self- 
preservation pushed the members of ‘the group into sufficient 
“cooperation” at least to accomplish the necessary tasks to 
continue their existence. 

But Mr. Heilbroner points out as society advances, and 
pushes the raw forces of nature further away from it, then the 
‘unifying’ effect of the environment becomes less and less. 
In fact a society in which half of the population never actively 
participates in the fundamental chores connected with staying 
alive is in a precarious position indeed. Let any of these 
fundamental jobs go undone, the society would shortly suffer 
a calamitous breakdown. Now, he says, man has only de- 
veloped three ways to guard against such a catastrophe. First, 
he has tied himself to tradition, has utilized custom and usage 
so that the various necessary jobs get passed along from gen- 
eration to generation, father training son, and so on. Magic, 
religion, caste systems were used where necessary to enforce 
these jobs being done. 

And secondly, man has used some type of an authoritarian 
control to force the other members to perform the tasks 
without which the particular society would either collapse or 
be seriously handicapped. , 

These two adaptations or adjustments are as old as society 
itself, but the third is of comparatively recent origin. In the 
words of Mr. Heilbroner, “It (society) waited upon the de- 
velopment of an astonishing game in which society assured its 
own continuance by allowing each individual to do exactly as 
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he saw fit provided he followed a central guiding rule. The 
game was called the “market system,” and the rule was decep- 
tively simple; each shall do what is best to his monetary ad- 
vantage. In the market system the lure of gain, not the pull of 
tradition or the whip of authority, steers each man to his task. 
And yet, although each is free to go wherever his acquisitive 
nose directs him, the interplay of one man against another 
results in the necessary tasks of society getting done. . . 
This system was to be called Capitalism.” 

This paper is not a treatise on economics—lI could not write 
such if I wished. You are familiar in general, I am sure, with 
the trends and changes which occurred during the Middle 
Ages which made possible the birth of this new system— 
the gradual emergence of national political units in Europe 
with the concurrent growth of national spirit and increased 
standardization of such matters as laws, measurements and 
currencies; a slow decay of religious feeling under the impact 
of Italian Renaissance skepticism; the slow but constant social 
and technical progress made all during the Middle Ages evi- 
denced by the building of towns, roads, and development of 
accounting methods; the vast increase in scientific curiosity. 
For our purpose it is sufficient to emphasize two vital points. 
This system of capitalism did not always exist, nor was it 
invented; this system with its essential components of land, 
labor, and capital came into being during a period beginning 
in the 13th century and continuing into the 18th century. 
Secondly, let me emphasize again, this market system is not 
just a mart, a place for interchange of goods; it is a mechan- 
ism for sustaining and maintaining an entire society. 

It is against the background of this tremendous economic 
revolution that Mr. Heilbroner presents the ideas and con- 
cepts of the great economists which have done so much to 
shape our thinking and outlook of today. Let me quote his 
summary of the vital decisions with which we are faced to- 
day growing out of these shattering economic changes: “There 
is no longer only one possible conclusion for the economic 
drama, but many, and the economists must not only describe 
for us the course on which we are sailing but point out other 
courses, other destinations to which we may, if we wish, 
direct ourselves. 


~ Already we face such a spectrum of prophecy and persua- 


sion. At the extreme left stand the Marxists, whose prophecy 
of the ultimate undoing of our system is little changed from 
the days of Karl Marx himself. Their prophecy we know; 
their persuasion is that we should line up on the side of 
history, as they see it. It is not a blueprint of the future 
which the Marxists try to sell us, but a sense of historical par- 
ticipation, of joining the winning team, of riding the “wave 
of the future.” If Russia were not there as an object lesson 
in applied Marxism, their urgings might be a more formidable 
competitor for our belief. As things now stand, it is only 
the most miserable peoples in the world—those who have never 
known anything but a beggar’s lot—who can be persuaded 
that the wave of the future comes to an end on some lovely 
distant shore. From our vantage point, at least, it seems to 
dash the ships it carries on the stark rocks of the prison 
State. ‘ 

To the right of the Marxists are the socialists. Many of 
them are Marxian in their prognosis of capitalism's end, but 
they are not Marxian in their prediction of things to come. 
The Marxists extoll the inevitability of history; the socialists 
extoll the idea of liberty inherent in social change. The 
Marxists are not so much interested in What Comes Next— 
but this is the very heart and essence of the socialist persuaders. 
Whether the society of the future is to be centralized or 
built on old-fashioned guilds; whether it is to be entirely 
planned,. or only partially so; the extent to which the con- 
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sumer should have a voice, and the extent to which the pro- 
ducer should be heard—these are the burning questions of 
socialism—but not of communism. While the Marxists hold 
out the prospect of blindly and trustingly enlisting oneself 
with the inexorable process of history, the socialists ack us 
to join them in shaping history as they wish it. 

Next on the spectrum of prophecy and persuasion are the 
advocates of managed capitalism. Unlike the socialists, they do 
not believe that capitalism must disappear, and unlike the 
socialists they do not want to displace the institution of 
private ownership with public ownership. Their central 
philosophy is something else again: they feel that capitalism 
can be maintained if we intervene sufficiently to make it viable. 
Left to itself, say the liberal capitalist economists, capitalism 
may run off the rails; given a strong policy of guidance, it 
can continue to prosper. Hence we are asked to ensure our 
futures with a strong pillar of government investment, with 
active enforcement of antimonopoly laws, with the regulation 
of industries which are deemed to affect the public interest. 
This road to the future lies in making capitalism work— 
rather than in relying on its inner stability. 

Not so, say the next group of public counselors, the 
economists of the Right-of-Center. Capitalism can work only 
in an atmosphere of hands-off. While liberal aims may be 
commendable, the liberal means are incompatible with the 
essence of a market economy itself. Let the system alone and 
it will fare well; try to patch it up and you will only suc- 
ceed in hopelessly paralyzing it. 

It is some such spectrum of prophecy and persuasion that 
we face. 

But an odd thing. These are not new voices. They go back 
—all of them—to the body of economic thought erected by 
the great economists themselves. As we listen to the debates 
which now surround us—and which will command our atten- 
tion as long as our society survives—we can recognize voices 
of the past in the tumult of the present. Adam Smith still 
speaks to us from the platform to the Right; Karl Marx seeks 
to enroll us in the legions of the Left. We can distinguish 
the tones of Mill in the words of the Socialists, and the 
clipped accents of John Maynard Keynes in the arguments of 
the liberal capitalist reformers. The analytic insight of Ri~ 
cardo, the gloomy presentiments of Malthus, the vision of the 
more utopian Utopians, the complacency of the Victorians, 
the disquietude of the underworld, the shrewd skepticism of 
Veblen—they are all there.” 

We are indeed fortunate today in the rich material fruits 
which have come to us out of the economic and industrial 
revolutions. Mass production techniques have made possible 
goods and services never before available. But, paradoxically, 
these very techniques carry with them the seeds of their own 
destruction. Remember the economic and industrial revolu- 
tions could only come when men were free from authority 
and tradition, free to try out new methods, to tread new 
paths, to think new thoughts. And one of the most im- 
portant of these new discoveries was the sagen of mass 
production. Yet mass production is possible only through 
standardization, not variety. Take one of our most prized 
accomplishments, that of communication. Never in the history 
of the world has there been opportunity such as now for 
receiving information. Books, magazines, newspapers, radio, 
television, movies, telephone, telegraph—all these available 
to almost everyone. But because of that very situation it has 
never been as easy to indoctrinate a mass of people = 
Propaganda and “brain-washing’’ are made simple today. It 
is no accident, I think, that the most individualistic and self- 
reliant people in our country are those living in the mountains 
where the means of communications are poorer. Our hous- 
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ing projects, our various organizations and clubs, our gov- 
ernment bureaus, our industrial organizations, our clothes, 
all tend to focus on standardization, rather than on variety. 

Our main problem today, then, it seems to me is how to en- 
joy the material fruits of our mass production industrial 
organization and yet maintain our individuality of spirit and 
thought. Or, let me try to state the situation in another way. 
The great German philosopher, Immanuel Kant, held that 
one of our difficulties in proper reasoning was caused by what 
he called “‘antinomies,”” which were two mutually contradictory 
propositions which could apparently each be proven. As a 
solution of this dilemma he proposed a “categorical impera- 
tive,” which was a moral law over the above ordinary physi- 
cal facts. Following Kant’s method in our problem I think 
we can say that the thesis is the Laissez-Faire capitalism of 
Adam Smith, the antithesis the communism of Karl Marx, and 
the categorial imperative “The Kingdom of God is within 
you.” In other words, today we find our free capitalistic so- 
ciety which grew out of the economic revolution threatened 
in its entirety, for remember Marx's prediction,” along with 
the constantly diminishing number of the magnates of capital, 
who usurp and monopolize all advantages of this process of 
transformation, grows the mass of misery, oppression, slavery, 
degradation, exploitation; but with this, too, grows the revolt 
of the working-class, a class always increasing in numbers, 
and disciplined, united, organized by the very mechanism of 
the process of capitalist —— itself-centralization of the 
means of production and socialization of labour at last reach 
a point where they become incompatible with their capitalist 
integument. This integument bursts asunder. The knell of 
capitalist private ge sounds. The Sag are ex- 
propriated.” And in our very mass production system are 
elements that can be utilized to kill the same freedom which 
gave birth to the system. 

What can we do to help prevent mass production from 
producing also mass minds? As you doubtless know industrial 
personnel groups have been very busy in recent years develop- 
ing techniques to offset the effects on the. workers of stand- 
ardization, to help maintain a feeling of individuality even 
on the assembly line. I will not take your time to go into 
them except to say that much progress has been made. But 
the absolutely vital point is that management must have the 
viewpoint that the “Kingdom of God is within you,” that 
people are people, and it is a person’s right to be different. 

And corporate management can do much to convince its 
stockholders of the wisdom and necessity of making gifts to 
colleges and universities for their support. The existence of 
independent educational institutions is in my opinion abso- 
lutely necessary for the continuation of the individuality and 
freedom of thought of which I have been speaking. 

And what can educators do? 

First, may I touch for a moment on curricula? I accept 
Plato's statement that the mark of an educated man is the 
ability to “see things as they are.’ From that point of view 
I have been very pleased to see in recent years a reversal of 

, the trend, which went on so long, away from liberal arts 
courses, for I believe in the Great Tradition of education first 
of all being a preparedness for living. But I do not limit my 
definition simply to the classics. I cannot follow Mr. A. J. 
Nock’s insistence that the proper university should have only 
four faculties, the traditional faculties of Theology, Litera- 
ture, Law and Medicine. Certainly the Physical Sciences not 
only belong in a Liberal Arts curriculum but are absolutely 
necessary if we are to attempt to see things as they are. And 
so are the Social Sciences. But I do hope sincerely that we 
will place more and more emphasis on the actual study of 
knowledge in a field, and less on some of the popular “sur- 
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vey” courses, some of which I think are really just indoctrina- 
tion efforts for a given point of view. They are like pre-di- 
gested food, and you don’t develop strong teeth and gums 
on pre-digested food. I believe the learning process is diffi- 
cult, and we only make something a part of ourselves if we 
“dig it out” ourselves. If our students are not grounded in 
what used to be called “the disciplines” so that they can form 
their own knowledge, how can we expect them to develop 
the ability to make choices, and not be just one of the herd. 
My last thought is a simple one, but it concerns probably 
the most difficult task facing any teacher—namely, how to 
give sufficient individual effort to encourage individuality in 
the students, particularly the unusual ones. With college 
enrollments where they are, mass production has really moved 
in. I realize the same problem exists that we have in our in- 
dustrial organizations in trying to give individual attention, 
but it is even more vital with students because they are still 
in a formative period. We all know that many of us are 
“ineducable,” in the sense that we will never be able to “‘see 
things as they are,’ but we must, someway, somehow man- 
age to take full advantage of those who can. Dr. Vannevar 


Foreign Economic Policy 


RECOMMENDATIONS TO CONGRESS 
By DWIGHT D. EISENHOWER, President of the United States 
Message to the Congress of the United States, Washington, D. C., March 30, 1954 


with for the consideration of the Congress recommen- 
dations concerning the foreign economic policy of the 
United States. 

Due to the urgency and significance of our problems in this 
area, I previously recommended, and the Congress approved, 
the establishment of the Commission on Foreign Economic 
Policy. Its membership, consisting of seventeen elected offi- 
cials and private citizens, was drawn from all parts of the 
country and represented diverse points of view. The com- 
mission’s report prepared in the American tradition of full 
debate and vigorous dissent, has been carefully reviewed by 
the various executive departments of the government and forms 
the basis for the program I submit in this message. 

Before the commission began its deliberations I said to its 
members, “I commend to you an attitude both realistic and 
bold. Above all, I urge you to follow one guiding principle: 
What is best in the national interest.” 

The national interest in the field of foreign economic pol- 
icy is clear. It is to obtain, in a manner that is consistent with 
our national security and profitable and equitable for all, the 
highest possible level of trade and the most efficient use of 
capital and resources. That this would also strengthen our 
military allies adds urgency. Their strength is of critical 
importance to the security of our country. 


T: THE Congress of the United States: I submit here- 


MuTUAL ADVANTAGES 


Great mutual advantages to buyer and seller, to producer 
and consumers, to investor and to the community where invest- 
ment is made, accrue from high levels to trade and invest- 
ment. They accrue no less in trade from nation to nation than 
in trade from community to community within a single coun- 
try. The internal strength of the American econonmy has 
evolved from such a system of mutual advantage. 

In the press of other problems and in the haste to meet 
emergencies, this nation—and many other nations of the free 
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Bush recently in speaking of the progress of Russian science 
stated, ‘There seems to be no doubt that they, the Russians, 
are training more scientists than we are. They screen the 
country for talented kids more than we do. We're enamored 
of the idea of mass education. Curiously, the Russians, despite 
communism, extend special privilege to gifted youth, if we 
can believe anything we hear about them. We, on the other 
hand, still let too many gifted youths slip through our hands.” 

We can’t do it the way the Russians do. That in itself is 
the same sort of regimentation, of caste system we deplore. 
But the teaching profession, after all, has to be a dedicated 
profession, and its is a great responsibility for recognizing, 
encouraging and fostering our best student minds. 

Must Mass Production produce the Mass Mind? 

Can we help develop the ability to choose wisely as we 
have zealously guarded our right to choose? 

I think the answer lies in how much we are willing to 
sacrifice individually to try to be sure the Mass Mind is not 
our product. Treating each student as an individual rather 
than part of the mass is the hard way, but in my opinion it is 
the only sure way. 


world—have all too often lost sight of this central fact. 
World-wide depression and wars, inflation and resultant eco- 
nomic dislocations, have left a sorry heritage: A patchwork 


of temporary expedients and a host of restrictions, rigidities, . 


interferences and barriers which seriously inhibit the expansion 
of international trade. Thus are impeded the very forces 
which make for increased production, employment and in- 
comes. 

The tasks of repairing the physical damage caused by the 
catastrophe of war have been substantially achieved. The cre- 
ation of an adequate system of defense for the free world is 
well advanced. Most of the countries which suffered the 
ravages of war have made remarkable headway toward finan- 
cial stability and increased production. Their own efforts have 
been greatly aided by our assistance, and yet despite this 
recovery, we and other free nations are still severely limited 
by the persistence of uneconomic, manmade barriers to mutual 
trade and the flow of funds among us. 


U. S. Must TAKE INITIATIVE 


Together we and our friends abroad must work at the task 
of lowering the unjustifiable barriers—not all at once but 
gradually and with full regard for our own interests. In this 
effort, the United States must take the initiative and, in doing 
so, make clear to the rest of the world that we expect them to 
follow our lead. 

Many foreign restrictions have been imposed as a conse- 
quence of the so-called “dollar gap.” This phrase has be- 
come the symbol of the failure of the free world to find a 
lasting solution to the imbalance of international payments. 
We should no longer fill it by major grants to enable other 
nations to secure what they need but cannot buy. Our aim 
must not be to fill the dollar gap, but rather to help close it. 
Our best interest dictates that the dollar gap be closed by 
raising the level of trade and investment. 
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DWIGHT D. EISENHOWER 


The United States stands ready and able to produce and 
sell more than the rest of the world can buy from us. The 
inability of many foreign countries to buy our goods in the 
volume we would like to sell does not arise from any lack of 
desire for these goods. Such is far from the case. Instead it 
arises out of an inablility of these nations to pay—in dollars 
—for the volume we have to sell. 

Dollar grants are no lasting solution to this impasse. 

The solution is a higher level of two-way trade. Thus we 
can sell and receive — for our exports and have an 
increasing volume of investment abroad to assist economic 
development overseas and yield returns to us. Greater free- 
dom doen restrictions and controls and the increased effi- 
ciencies which arise from expanding markets and the freer 
piay of economic forces are essential to the attainment of this 


igher trade level. 


THREAT TO ECONOMY 


Failure so to move will directly threaten our domestic 
economy, for it will doom our efforts to find ways by which 
others, through their own efforts, can buy our goods. The 
only practicable alternative is to reduce exports. Our farms 
en have to sell less, since the products of forty million 
acres, amounting to 10 to’ 12 per cent of our agriculture, 
would have to find their market outside our own country. 
Moreover, if their export markets were curtailed, American 
factories now selling their products throughout the world 
would have to reduce employment. It is a very important 
fact that over four million American workers depend on 
international trade for their employment. 

Beyond our economic interest, the solidarity of the free 
world and the capacity of the free world to deal with those 
who would destroy it are threatened by continued unbalanced 
trade relationships—the inability of nations to sell as much as 
they desire to buy. By moving boldly to correct the present 
imbalance, we shall support and increase the level of our 
exports of both manufactured and agricultural products. We 
shall, at the same time, increase the economic strength of our 
allies. Thus shall we enhance our own military security by 
strengthening our friends abroad. Thus shall we assure those 
sources of imports that supplement our domestic production 
and are vital to our defense. Thus shall we raise our standard 
of living and aid in the development of a better world for 
all of us and our children. 


TARIFFS 


I am convinced that the gradual and selective revision of 
our tariffs, through the tested method of negotiations with 
other nations, is an essential ingredient of the continuing 
growth of our domestic economy. An expression of our will- 
ingness to negotiate further will offer needed leadership to- 
ward the reduction of trade and payments barriers that limit 
markets for our goods throughout the world. 

The Commission on Foreign Economic Policy recommended 
a three-year extension of the trade agreements act with amend- 
ments to authorize: 

A. Reduction, pursuant to trade agreement negotiation, 
of existing tariff rates on commodities selected for such ne- 
gotiations by not more than 5 per cent of present rates in each 
of the three years of the new act; 

B. Reduction, by not more than one-half over a three- 
year period, of tariffs in effect on Jan. 1, 1945, on products 
which are not being imported or which are being imported 
only in negligible volume; and 

C. Reduction, over a three-year period, pursuant to trade 
agreement negotiation, to 50 per cent ad valorem, or its 
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equivalent, of any rate in excess of 50 per cent ad valorem, 
or its equivalent. 

I have approved these recommendations of the commission 
and urge their adoption by the Congress. I may also recom- 
mend special provisions for negotiation with Japan in view 
of the economic problems of that country. 

The foregoing authority does not contemplate across-the- 
board tariff reductions. The peril point and escape clause 
procedures would, of course, be preserved, and the three pro- 
posed types of rate reductfon would not be cumulative. Tariff 
reductions would be made selectively on specific commodities, 
and only after notice and hearings in accordance with past 
practice. This would represent our part in the gradual and 
careful approach to the whole problem of improved trade 
which the world so urgently needs. No sudden, sharp or 
widespread adjustments within our economy would be in- 
ber. 

MITIGATE INJURY 


These escape clause and peril point provisions of our tariff 
legislation are designed to mitigate injury to our domestic 
producers from tariff reductions. Whenever recourse is had 
to these provisions, I shall carefully consider the findings and 
recommendations of the Tariff Commission. My responsi- 
bilities for the welfare of the nation require that I continue to 
base my decisions at times on broader grounds than the Tariff 
Commission is empowered to consider. The Commission on 
Foreign Economic Policy supports this position. 

I have approved the commission’s recommendations that 
the United States withhold reductions in tariffs on products 
made by workers receiving wages which are substandard in 
the exporting country. This policy shall be placed in effect. 
I have also approved the commission’s recommendations con- 
cerning raising of labor standards through consultative pro- 
cedures and co-operation in international conferences such 
as those sponsored by the International Labor Organization. 

These recommendations for renewal and amendment of 
the trade agreements act are based on the plain truth that if 
we wish to sell abroad we must buy abroad. 


THE GENERAL AGREEMENT ON TARIFFS AND TRADES 


Since 1948, virtually all the major trading nations of the 
world, including the United States, have become parties to 
a general agreement on tariffs and trade. This agreement has 
been the principal arrangement by which we in the United 
States have sought to carry out the provisions and purposes 
of the trade agreements act. 

The Commission on Foreign Economic Policy has recom- 
mended that the United States renegotiate the organizational 
provisions of the agreement, so that the contracting parties 
acting collectively would confine their functions to sponsoring 
multilateral trade negotiations, recommending broad trade 
policies for individual consideration by the legislative or 
other appropriate authorities in the various countries, and pro- 
viding a forum for consultation regarding trade disputes. 

I shall act promptly upon this recommendation. At the 
same time, I shall suggest to other contracting parties, re- 
visions of the substantive provisions of the agreement to pro- 
vide a simpler, stronger instrument contributing more effec- 
tively to the development of a workable system of world 
trade. When the organizational provisions of the agreement 
have been renegotiated, they will be submitted to the Con- 
gress for its approval. 


CusTOMS ADMINISTRATION AND PROCEDURE 

The problems of tariff classification, of proper valuation of 
imported articles and of procedures for administering the 
customs are complex and perplexing. Over the years these 
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problems have grown to the point where they now constitute 
an unwarranted and unintended burden on trade. 

The United States may be no worse in this regard than 
many other nations, but good business practice alone is sufh- 
cient to require: 

A. Simplification of commodity definitions, classifications 
and rate structure; 

B. Improvement in the methods of valuation of imports; 
and 

C. Establishment of more efficient procedures for customs 
administration. 

To this end I shall propose legislation providing for the 
simplification of the commodity definitions and rate structures 
in the tariff act, after a study by the Tariff Commission, and 
subject to appropriate standards to be established by the Con- 
gress. Such legislation should also provide for a better method 
of classification of articles not enumerated in the tariff sched- 
ules, and for such improvement in the statutes governing the 
administration of customs procedures as can be made at this 
time. 

In this connection I am directing the Department of the 
Treasury to keep customs procedures under continuous review 
and to report to the Congress annually on the difficulties and 
delays in | eseg goods through customs, together with 
recommendations for action to eliminate such obstructions. I 
further recommend that the anti-dumping law and procedures 
under it be changed so far as necessary to permit speedier 
and more efficient disposal of cases and to prevent undue 
interference with trade during investigation of suspected 
dumping. 

To provide an improved basis for customs valuations I 
urge adoption of the Treasury's valuation proposals. These 
are embodied in H. R. 6584 which has already been passed 
by the House of Representatives. 


U. S. INVESTMENT ABROAD 


An increased flow of United States investment abroad could 
contribute significantly to the needed expansion of international 
trade. It also could help maintain a high level of economic 
activity and employment in the United States. Further, such 
investment contributes to the development abroad of primary 
resources needed to meet our own ever-increasing needs even 
while it helps to strengthen the economies of foreign coun- 
tries. In view of the great importance of private investment 
to our foreign economic policy, I emphasize the necessity for 
passage of the Administration tax bill already recommended 
to you and already advanced in your considerations which 
provides for: 

A. Taxation of business income from foreign subsidiaries 
or from segregated foreign branches which operate and elect 
to be taxed as subsidiaries at a rate 14 percentage points lower 
than the regular corporate rate: 

B. Broadening the definition of foreign taxes which may 
be credited against the United States income tax to include 
any tax, which is the principal form of taxation on business 
in a country, except turnover, general sales taxes or excise, 
and Social Security taxes; 

C. Removing of the overall limitation on foreign tax 
credits; and 

D. Permitting regulated investment companies concentrat- 
ing on foreign investment to pass on to their stockholders the 
credit for foreign taxes which would be available on direct 
investment. 


PRIVATE INVESTMENT 


Further to encourage the flow of private investment abroad, 
we shall give full diplomatic support, through our activities 
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here and through our missions and representatives in the field, 
to the acceptance and understanding by other nations of the 
prerequisites for the attraction of private foreign investment. 
We shall continue to use the treaty approach to establish com- 
mon rules for the fair treatment of foreign investment. 

In connection with legislation authorizing the mutual se- 
curity program I suggest that the Congress consider the de- 
sirability of broadening the existing authority to guarantee 
against losses on new investment abroad, so as to cover losses 
caused by war, revolution and insurrection. 

The commission has pointed out that uncertainty as to the 
application of United States anti-trust laws to the operations 
of American firms abroad is a deterrent to foreign invest- 
ment. It recommended that our anti-trust laws be restated in 
a manner which would clearly acknowledge the right of 
each country to regulate trade within its own borders. At the 
same time, the commission insisted that it should be made 
clear that foreign laws or established business practices which 
encourage restrictive price, production or catia arrange- 
ments will limit the willingness of United States business 
men to invest abroad and will reduce the benefits of such 
investment to the economies of the host countries. 

I have requested the Department of Justice to consider this 
recommendation in connection with its current study of the 
anti-trust laws. 


Buy-AMERICAN LEGISLATION 


At present certain of our laws require that, in specified 
Federal or Federally financed procurement, preference be 
given to domestic firms over foreign bidders. Except where 
considerations of national security, persistent and substantial 
unemployment, or encouragement of small business require 
otherwise, I agree with the commission that it is improper 
policy, unbusinesslike procedure and unfair to the taxpayer 
for the government to pay a premium on its purchases. 

I request, therefore, that legislative authority be provided 
to exempt from the provisions of this legislation the bidders 
from nations that treat our bidders on an equal basis with 
their own nationals. Meanwhile, the Executive Branch is 
clarifying the application of these preference principles to 
government procurement. It will limit the price differential 
favoring domestic producers over foreign bidders to a rea- 
sonable per cent dependent upon the circumstances over and 
above whatever tariffs may apply. Discretionary authority, 
however, must be continued to permit special consideration 
in government procurement for the requirement of national 
security, for the problems of small business and of areas where 
persistent and substantial unemployment exists. 


Raw MATERIALS 


This country is blessed with abundant mineral resources, 
but we must make the most of them if we are to satisfy the 
ever-increasing appetite of an expanding economy and at the 
same time maintain an adequate defense posture. We must 
recognize, however, that it is not possible for this nation, or 
any other nation, to produce enough of every metal and min- 
eral needed by pots industry. These materials are not 
evenly distributed throughout the world. We have to depend 
on one another. Our foreign economic policies, therefore, 
must encourage the relatively easy flow of these materials in 
international trade. 

The commission has made two sets of recommendations 
which I believe will materially assist in achieving an orderly 
explanation of mineral production both here and abroad. 

The first is that the United States government should make 
a constructive contribution toward greater stability of world 
prices of raw materials by moderating or relaxing impediments 
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DWIGHT D. EISENHOWER 


to international trade, by encouraging diversification of foreign 
economies, by avoiding procurement practices which disturb 
world prices, by consultation with other nations, and by tem- 
pering the fluctuations in our own economy. 

The second calls for increased encouragement of invest- 
ment in overseas production by our citizens and the nationals 
of other countries. 

I heartily indorse these recommendations. 

The commission also recommended that domestic sources 
for raw materials required for military — should be 
assured by direct means and not by tariffs and import quotas. 
I believe that normally this is sound. 

However, I have appointed a special Cabinet committee 
which is now surveying the whole field of our minerals policy 
and have drawn their attention to these recommendations. 


AGRICULTURE 


Perhaps no sector of our economy has a greater stake in 
foreign trade than American agriculture. In recent years, for 
example, one-third of our wheat, 40 per cent of our cotton 
and rice, and one-fourth of our tobacco and soy beans have 
been exported. It is highly important to maintain foreign 
markets for our agricultural products. 

Any program designed to serve the interests of American 
agriculture must take due account of the necessity for export 
markets. Put in the words of the commission, “‘It is necessary 
to harmonize our agricultural and foreign economic policies 
without sacrificing the sound objectives of either.’ I am con- 
vinced such reconciliation is possible. Acceptance of the 
recommendations in my agricultural message of Jan. 11 will, 
I feel certain, help accomplish this objective. 


MERCHANT MARINE 


With respect to our ocean shipping, we must have a mer- 
chant marine adequate to our defense requirements. I sub- 
scribe to the — that such support of our merchant fleet 
as is required for that purpose should be provided by direct 
means to the greatest possible extent. Such a policy, how- 
ever, requires a careful analysis of the means available for 
providing direct — its possible effects on foreign-flag 
vessel carryings, and its total costs before a specific program 
can be recommended. 

The Department of Commerce has already studied this 
problem at length. Its findings will be further reviewed 
within the Executive Branch in order to develop specific recom- 
mendations to transmit to the next session of the Congress, in 
addition to the proposals submitted by the Executive Branch 
that are now before the Congress. 


INTERNATIONAL TRAVEL 


International travel has cultural and social importance in 
the free world. It also has economic significance. Foreign 
travel by Americans is a substantial source of dollars for 
many countries, enabling them to pay for what we sell them. 

While the promotion of tourism is primarily a responsi- 
bility of the countries which welcome visitors, and is a func- 
tion for private enterprise, there are some specific govern- 
mental actions which can be helpful. For example, there is 
H. R. 8352 which increases the - ot allowance for tour- 
ists from $500 to $1,000, exercisable every six months, I 
recommend its passage. From time to time I may have other 
recommendations for legislative action to stimulate travel. 

Meanwhile, in the Executive Branch, I shall instruct the 
appropriate agencies and departments, at home and abroad, 
to consider how they can facilitate international travel. They 
will be asked to take action to simplify government proce- 
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dures relating to customs, visas, passports, exchange or mone- 
tary restrictions and other regulations that sometimes harass 
the traveler. 


EcoNomMIc AID AND TECHNICAL ASSISTANCE 


Assistance extended in the past by the United States to 
other free nations has played an effective part in strengthen- 
ing the national security, developing important resources and 
opening up significant opportunities for ourselves and for 
others. It has also carried with it, in many instances, par- 
ticularly in technical co-operation and famine relief, a in 
humanitarian response by our people. However, economic 
aid cannot be continued indefinitely. We must distinguish 
between an emergency and a chronic malady, between a spe- 
cial case and a general rule. 

I subscribe, therefore, to the principle that economic aid on 
a grant basis should be terminated as soon as possible con- 
sistent with our national interest. In cases where support is 
needed to establish and equip military forces of other gov- 
ernments in the interest of our mutual defense, and where 
this is beyond the economic capacity of another country, our 
aid should be in the form of grants. As recognized by the 
commission, there may be some cases in which modest amounts 
of grant aid to underdeveloped countries will importantly 
serve the interest of security. I further agree that in other 
situations where the interest of the United States requires that 
dollars not otherwise available to a country should be pro- 
vided, such support to the maximum extent appropriate should 
be in the form of loans rather than grants. 

In extending such loans, we must be careful not to inter- 
fere with the normal lending activities and standards of the 
Export-Import Bank. The primary institution for the public 
financing of economic development. The Export-Import Bank 
will consider on their merits applications for the financing of 
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development projects, which are not being made by the Inter- 
national Bank, and which are in the special interest of the 
United States, are economically sound, are within the capacity 
of the prospective borrower to repay and within the prudent 
loaning capacity of the bank. 

I approve the recommendations of the Commission on 
Foreign Economic Policy that the United States participation 
in technical co-operation programs should be pressed for- 
ward vigorously. Such programs should concentrate on pro- 
viding experts and knowhow rather than large funds or ship- 
ments of goods except for mecessary demonstration equip- 
ment. They should not provide capital for investment but 
should be so administered as to fit into the programs of de- 
velopment of the assisted countries and they should be re- 
lated to any private or public investment likely to be forth- 
coming. 

Review of the requirements for the mutual security pro- 
gram has been conducted with these principles in mind and 
substantial reductions in grant aid have been made by this 
Administration. The legislation which I shall later propose 
for the mutual security program will reflect these principles. 


East-WeEST TRADE 


In viewing the problems of other nations of the free world, 
we are forced to recognize that the economies of some of 
them have been weakened by the disruption of the broad 
historic pattern of trade between East and West. 


Curtailment of our aid programs will increase the pres- 
sures for resumption of such trade. A greater exchange of 
peaceful goods between East and West—that is goods not 
covered by the Battle Act nor otherwise considered strategic 
—so far as it can be achieved without jeopardizing national 
security, and subject to our embargo on Communist China 
and North Korea, should not cause us undue concern. I 
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shall, of course, take appropriate action to insure that our 
security is fully safeguarded. 


CONVERTIBILITY 


The commission rightly regards positive progress toward 
currency convertibility as an indispensable condition for a 
freer and healthier international trade. Steps toward enabling 
holders of foreign currencies to convert them freely into other 
currencies deserve our encouragement. 

The commission has correctly observed that the initiative 
and responsibility for introducing currency convertibility must 
rest with the countries concerned. I am happy to say that such 
initiative is being taken. The British and other members of 
the Commonwealth of Nations have met twice, in London and 
in Sydney, to consider plans for convertibility of the pound 
sterling. The United Kingdom and other important nations 
of Europe have discussed their aims with us. Individually 
they are taking constructive steps affecting their own cur- 
rencies. In addition, discussions among them which are now 
under way in connection with the renewal of the Euro 
Payments Union are being largely influenced by their desire 
to prepare the way for convertibility. 

I have approved the commission’s recommendations for 
co-operation in strengthening the gold and dollar reserves of 
countries which have prepared themselves for convertibility 
by sound internal and external policies. These recommenda- 
tions do not call for new action by the Congress. Authority 
and procedures for this purpose already exist. The United 
States will support the use of the resources of the Interna- 
tional Monetary Fund as a bulwark to strengthen the cur- 
rencies of countries which undertake convertibility. In addi- 
tion, a study is now being made, as suggested by the commis- 
sion, of the possiblilty of stand-by credits from the Federal 
Reserve System. 


CONCLUSION 


What I have outlined to you is a minimum program which 
should be judged as a whole. Its various parts are inter- 
related; each requires the other. 

Conceived as a whole, this program consists of four major 

arts: 
4 Aid—which we wish to curtail, 

Investment—which we wish to encourage, 

Convertibility—which we wish to facilitate and 

Trade—which we wish to expand. 

I consider it essential that we achieve each of these objec- 
tives, which we must clearly understand are closely inter- 
locked: As we curtail our aid, we must help to close the 
dollar gap by expanding our foreign investment and trade. 
This expansion will be facilitated by a return to convertti- 
bility of foreign currencies. The return by our friends abroad 
to convertibility will be encouraged if our trade policy leads 
them to expect expansion of out foreign trade and investment. 

Unless we are prepared to adopt the policies I have recom- 
mended to anet by export and import trade and increase the 
flow of our capital into foreign investment, our friends abroad 
may be discouraged in their effort to reestablish a free market 
for their currencies. If we fail in our trade policy, we may 
fail in all. Our domestic employment, our standard of livin 
our security and solidarity of the free world—all are involved. 

For our own economic growth we must have continuously 
expanding world markets; for our security we require that 
our allies become economically strong. Expanding trade is 
the only adequate solution for these two pressing problems 
confronting our country. 

Dwight D. Eisenhower, 
The White House, March 30, 1954 
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